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reluctant colleagues a list of retrenchments which, 
whether or not they fitted the measure of the economic 
requirements, took a major political effort to put across. 
Yet for all this he gets no credit. There is reason to 
believe that sterling is, indeed, showing great strength— 
that is to say, that the reserves of gold and dollars are 
flowing back—yet the world prefers to fix its attention 
on the narrow, specialised and almost wholly unimpor- 
tant markets where sterling can be observed to be at a 
discount. No wonder Sir Stafford seeks for an explana- 
tion of this persistent preference of the shadow to the 
substance. To the critics who complain that the £250 
million of cuts form an inadequate reinforcement to the 
budget surplus, Sir Stafford could justly retort that there 
is hardly another Minister of Finance in the world who 
has a surplus to reinforce. Yet in spite of this surplus, 
the gilt-edged market, for a week or two, recorded 
nothing but sharp falls. Here again, on the substance 
of the matter, Sir Stafford is very probably right and the 
public market is (or at least was) wrong. The fall in gilt- 
edged was, beyond much question, overdone, and even 
the yield basis of about 3} per cent to which British 
Government irredeemable stocks have this week 
rebounded may yet prove to be above the normal level 
of the future, as of the past. 


* 


The Chancellor is thus quite right in thinking that 
some special reason is needed to explain why the public 
reaction to the devaluation and the “ consequential 
measures” has been so much at variance with what he 
believes their real effect to have been. Where he is 
wrong is in finding his special reason in the malevolence 
of the press. There was no room at all for doubt about 
the genuineness of the public reaction to Mr Attlee’s 
presentation of the “ consequential measures ” a month 
ago. The nervousness in markets is real enough, and 
so is the head-shaking with which British economic 
policy is regarded abroad. 

The special reason is a very simple one. It has been 
stated over and over again. Sir Stafford must know it. 
The markets of the world may be wrong to doubt the 
temporary relief that devaluation has brought to the 
British economy. But they are certainly right to hold 
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tuat the relief will be no more than temporary if devalua- 
tion stands as the sole concession to flexibility that the 
rigid mind of Sir Stafford will make. Ministers do not lag 
behind others in emphasising the gravity of the British 
economic problem; the President of the Board of Trade 
speaks of “‘ Britain’s last chance” and the , 
himself on Sunday said “ it’s a terribly tough job.” ” 
cannot complain if the world puts their actions 

side words like these and draws its own conclusions. To 
devalue after repeatedly promising not to was tantamount 
to an admission that the previous policy was not proving 
to be effective; yet even the man in the street can see 
that devaluation is not so much a new policy as an old 
expedient. 


It is perhaps too much to hope for bold new initiatives 
of economic statesmanship on the eve of an election, 
That is the chief reason why the election should be held 
as soon as possible, since it is now painfully obvious that 
the bold, new initiatives are urgently needed. Yet even 
on the narrowest electoral calculations, the Government 
are surely wrong in thinking that safety for them lies 
in simply standing pat. There is no confidence any- 
where that the policies they have hitherto pursued pro- 
vide a positive solution to the British economic problem. 
Even those who support the Government put the case no 
higher than that the country may just squeak through 
on a basis of permanent rationing and restriction, pro- 
vided the Americans are generous and there is ao bad 
luck. And the majority opinion of the world can be read 
in the markets—it amounts to a profound conviction 
that the present policies have exhausted their effective- 
ness and that there will be no permanent recovery until 
a new course has been set—with or without a change of 
steersman. 


It is not the press of this or any other country that 
causes this widespread feeling of pessimism and alam, 
but the obstinacy of a Chancellor of the Exchequer who 
can still say “I am not conscious of any change in my 
approach to our problems.” The only conclusion that 
the world can draw, and that the press can record, is that 
yet another crisis—political or economic, or both 
together—will have to be endured before British 
economic policy turns the corner on to the road of 
salvation. 


Africa at the Assembly 


HE claims and status of the native populations of 

Africa have, in the last week, been brought with con- 
siderable effect to the attention of the Assembly of the 
United Nations. The chief point at issue is the claim 
of the Union of South Africa to incorporate the former 
mandated territory of South-West Africa into the Union 
and the refusal of its Government to recognise the com- 
petence of the United Nations to pass judgment on the 
proposal. For the moment, the question has been shelved 
by the Assembly’s decision to refer the legality of South 
Africa’s scheme to the International Court of Justice, 
but the case gave rise to a new and possibly fateful pre- 
cedent when the Assembly agreed to hear direct evidence 
on the hopes and fears of the natives in South-West 
Africa from their highly unofficial representative, the 
Reverend Michael Scott. 


The case of South-West Africa occupied the fore- : economic 


ground of the delegates’ attention, but another issue, 00 
less momentous in its possible implications, also came Up 
for discussion. In the Fourth (Trusteeship) Committee 
of the Assembly, Mr John Fletcher-Cooke, the British 
delegate, repeated in the most uncompromising terms 
his Government’s determination to limit the interventions 
of the United Nations in the administration of 
areas to the powers specifically granted in the Charter. 
This attitude was strongly endorsed in Wednesday’ 
debate on Africa in the House of Lords. Th 
Trusteeship Council’s power to send commissions 
of inspection and make recommendations is confined 
to the areas formerly under mandate—that 1s, 
stance, the former German colonies. For ie 
dependent areas, the metropolitan power is under 
obligation only to submit technical information @ 
ic and social matters. ‘The British dele 
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strongly attacked the claim of the Trusteeship Council’s 

ial Committee on non-Self-Governing Territories to 
extend its jurisdiction over all colonies into something 
comparable to that exercised by the Trusteeship Council 
over ex-mandates. 


The fact that both of these issues were discussed 

inst the background of riots and disorder in Nigeria 
oily helped to underline a fact that no responsible 
furopean statesman can overlook—that the mood of 
world opinion, in so far as it is fairly represented at the 
United Nations, is hostile to the concept of colonialism 
and inevitably regards with suspicion much that is done 
by Europeans in Africa. America by tradition, Russia 
by ideology, the Asiatic and Arab states by memories 
of dependence, the South American republics by national 
self-consciousness, are all committed to the view that 
the dependence of one people upon another is an evil 
thing and can be tolerated only in the certainty that it 
will soon come to an end. 


The recent proceedings of the Trusteeship Council 
and of its Special Committee on non-Self-Governing 
Territories provide plenty of evidence of this suspicion. 
The decision to hear Mr Michael Scott is one instance. 
The critical and in part tendentious report submitted 
by the United Nations Commission which visited 
Tanganyika earlier in the year is another. The European 
colonial powers are not unjustified in their fears that if 
the jurisdiction of the Trusteeship Committee of the 
United Nations is extended—and the pressure is steadily 
in that direction—they will find themselves in a position 
in which sound administration is impossible, in which 
they carry all the financial and executive responsibility 
for a colony while policy is constantly being made for 
them by outside bodies which in the nature of things 
are irresponsible. 


* 


There is thus ample justification for opposing a blank 
negative to the claims of the United Nations. But is it 
wise? World opinion is strong and remarkably 
unanimous on the question of colonial status. It will 
not be shaken or modified by an unqualified refusal to 
take its views into consideration. Nor is a negative reply 
even necessary. The aims suported by world opinion 
—speedy development and final self-government in 
Africa—do not in anyway contradict the declared policies 
of the colonial powers. Least of all do they clash with 
those of the British Government which in the last four 
years have brought both Nigeria and the Gold Coast to 
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the brink of self-government. It hardly makes sense to 
repeat time and time again: “We support to the full 
your desire to secure development—economic, social and 
constitutional—in Africa, but we cannot tolerate any 
inspection by you to see if our deeds match our words.” 
The need for some affirmative reply seems evident. The 
difficulty lies in devising a scheme which ensures that 
outside inspection is responsible and constructive and 
not an occasion for purely partisan attack upon the 
colonial powers. 

The trouble lies, surely, not so much in the fact of 
inspection as in the nature’ of the bodies which do the 
inspecting and in the way in which they go about their 
business. The colonial powers would be in a stronger 
position if, instead of refusing the United Nations the 
right to inspect and to receive reports on all colonies, 
mandated and otherwise, they laid down the conditions 
upon which they would be prepared to accept super- 
vision. For instance, they could ask that the Trusteeship 
Council be reformed to include men of genuinely expert 
qualifications, comparable to those who formerly worked 
on the Mandates Commission of the League of Nations, 
They could lay down conditions for the examining Com- 
missions, refusing to consider any recommendations 
based on less than two years’ study on the spot of the 
colony in question and requiring a percentage of reput- 
able technicians and specialists among the Commission’s 
members. The danger today is from ill-informed 
politicians taking a trip at the United Nations expense 
under the illusion that a week in a colony’s capital to- 
gether with three talks with a disgruntled chieftain 
constitutes a serious inquiry. 


The colonial powers could also with perfect justifica- 
tion refuse to accept any commission on which Soviet 
Russia was directly or indirectly represented. A mini- 
mum amount of good faith is required from inspecting 
commissions and there is no point in preserving the 
fiction that the Russians aim at anything but sabotage 
in other people’s colonial territories. It is true that it is 
not only from Communists that biased and unreliable 
criticism may come. Indeed, neither Russia nor its 
satellites were represented on the Tanganyika Com- 
mission. But the safeguard of excluding the eastern 
bloc is nevertheless reasonable. In 1947, before Russia 
interested herself in the Trusteeship Council, the Council 
did good work and even sent out to Samoa a model 
Commission of Enquiry, whose recommendations were 
accepted by the New Zealard Government. The stan- 
dard of objectivity declined abruptly with Russia’s 
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participation in the Committee’s work. Given the general 
reaction to Russian policy in the United Nations today, 
the colonial powers would probably have little difficulty 
in securing the exclusion of Russian or satellite repre- 
sentatives from all commissions of inspection. 

Once these minimum conditions of objectivity had 
been secured, the responsible authorities ought surely 
to have little to fear from international inspection not 
only in trust territories but in non-self-governing areas 
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as well. Certainly this should be unequivocally the Case 
in British dependencies. The declared policy of Britain 
in its trusteeship agreements and elsewhere has been to 
secure the economic and political development of the 
native peoples in Africa and to prepare them for eventual 
self-government. Since the aim is clear and in 
areas the degree of its realisation is impressive, what have 
they to gain by insisting without qualification that no 
outside supervision shall test the result ? 


The Hairdressing Trade 


NE of the most obvious facts of a complex industrial 
society is the lack of knowledge which its inhabi- 
tants possess about the environment in which they live 
and move and have their being. Consumers in Britain 
spend a tenth of their whole incomes on “ other 
services” about which official statistics reveal nothing, 
but some knowledge of which is essential to any com- 
plete picture of how the economy works. Of the minor 
industries which make up these “ other services,” hair- 
dressing, in which perhaps 130,000 people are occupied, 
is one of the most important. 

The demand for hairdressing—and indeed, every 
other aspect of the trade—is divided distinctly into the 
sections that cater for men and women. The demand 
for men’s hairdressing has always—at least since the end 
of the eighteenth century—been relatively stable ; hair- 
cutting is a strict necessity for most of the male popula- 
tion and there are obvious limits to over-indulgence. 
The numbers of men willing to pay to be shaved have 
declined sharply since the advent of the safety razor. The 
chief demand remains, on the men’s side, for the regular 
quick despatch of a tiresome duty. Women’s demand, on 
the other hand, shows all the fickle characteristics of a 
luxury trade, fluctuating with every change of fashion, of 
technical contrivance and of spending power. Twenty 
years ago the total trade was only half its present size, 
and the difference is due almost entirely to women’s hair- 
dressing. In Blackpool, for example, there were four 
women’s shops in 1918, about 35 in 1925 and 180 today. 
The ugly semi-masculine “ bob” which appeared after 
the first war created a great potential demand for some- 
thing to soften its first austerities. Before time could 
restore the simple dignity of the “bun,” professional 
hairdressing seized a market with the Marcel iron-wave 
at half a crown and upwards, which an expert could 
make to last over a fortnight, and with the first com- 
mercial permanent wave by Eugene at ten guineas. 
Nature has never since been able to compete. 


The trade boomed. Apprenticeship premiums were 
fifty—even a hundred—guineas for seven years’ training 
at a nominal wage. The capital outlay needed for an 
independent shop was small, and, between the two, the 
adult employee paid a full adult wage was squeezed out. 
Prices fell steadily, particularly those of permanent 
waving, and ever wider markets were tapped, until in 
the late thirties there was a considerable trade in the 
seven - and - sixpenny permanent wave, with cheap 
materials, few curlers, and often with poor workmanship, 
which produced a result all too reminiscent of the wool- 


customers. by long hours of work and high prices from 


visiting the hairdresser, and there developed a fashion 
for utilitarian “ rolls,” for artificial plaits, or for extending 
the life of a permanent wave for a couple of years by 
shoulder-length styles. The trade has tried hard to coax 
fashion back into more profitable channels, but there are 
limits to its influence. 


* 


There is at present one hairdresser’s shop to approxi- 
mately every 1,300 of the population in Great Britain; 
to every 600 in the United States, and to every 800 
France. The sample survey of the trade in Great Britain 
made by the Hulton Press gives women’s a 
numbering 13,600, men’s shops as 11,000, and i 
men’s and women’s shops as 10,600—a total of 35,200 in 
all. Of these only 2 per cent (including those of co-opers- 
tive societies) belong to chains of more than four shops, 
and about 88 per cent are completely independent. 
Staffs, including the person in charge, average only 35 
per shop, and 10 per cent of the total are actually one- 
man establishments. 

This small-scale character is attributed within the trade 
to the importance of the personal attention a proprietor 
bestows upon each customer. It seems more probably 
connected, however, with the fact that a new business 
can be started anywhere (except in the West End of 
London) with a relative low capital outlay, since the 
stocks required are small and second-hand tools are easy 
to come by. It seems also to suggest the absence of any 
substantial “‘ pure” profit in excess of the value of the 
manager’s skill as a craftsman. Such multiple shops 
there are can often be accounted for by the advertisement 
value of a hairdressing service in other multiple businesses 
such as retail stores. 

Profits vary with locality, with personalities, and (# 
the women’s trade) with the seasons and the general level 
of prosperity. The typical suburban joint shop run by 
a married couple is often maintained less for the size 
the profit than for the value of independence in a véry 
independent trade. Men’s shops make a small profit 
on a quick and regular turnover. Charges are ! 
standardised and overheads are small. It is estimated 
that the average operator spends about 13 hours a week 
in “ waiting time.” The business man “ slipping out # 
the middle of the morning, or the factory worker # 
Saturday afternoon is sensitive to delays. Custom 5 
both casual and irregularly spaced and, for a big esti 
lishment, always to keep enough assistants ready to ded 
with a rush of work is expensive, and only in rare ca 
can the price be increased ingly. 

In women’s shops, prices, profits, and the scaled 
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tion respond to quite different circumstances. 
Items of service are dearer and take longer;-appointment 
booking is universal, and most customers judge service 
at least as much by the price charged, the atmosphere 
and personalities of a shop, as by the quality of the work 
itself. Here, though goodwill means more than in the 
men’s trade, loyalty attaches to an operator rather than 
to a shop, and the chief requirement for independence 
ina small way is perhaps a couple of hundred pounds 
and a group of friendly customers. Hence, once again, 
the small scale of most women’s establishments. 


* 


It has been possible to assemble approximate figures 
relating to three widely different independent women’s 
shops in London. Each is in no way remarkable, 
aithough to call them typical is perhaps to suggest a 
greater uniformity than actually exists. 


| Annual 
rakings 


Over- | Wages 'Materials| Profit 
, heads i j 





| £ % % earns 
A, Good-class West End }10,000 | 32 40 17 ll 
B. Suburban middle-class | 2,000 30 35 12 23 
(. Working-class....... | 2,000 31 45 15 9 





The similarity between these three would be even 
more striking if the suburban shop were to promote one 
advanced apprentice to an adult scale. The consistent 
proportion of gross income expended on overheads and 
materials bears out the common opinion that higher 
prices must reflect, not only better workmanship, but 
better materials and appointments. 


Prices in men’s shops are fairly stable and rivalry 
takes the form of service and speed. The cut-price 
“tenpenny slasher ” exists here and there, but there is 
90 little room for sound economies that quality falls 
quicker than price. On the women’s side, however, the 
price tends to be “ what the traffic will bear.” About 
70 per cent of the turnover represents permanent 
waving ; this usually subsidises the smaller items, such 
as trimming, shampooing, etc., which at popular prices 
barely cover their cost, but help to fill up the timetable. 
Attempts to sustain prices by trade organisations have 
all failed ; well over half the master hairdressers in the 
country belong to none of the three national organisa- 
tions, and defaults from voluntary agreements are hard 
to check. During the war these organisations, together 
with the leading manufacturers and wholesalers, pooled 
their efforts through the Hairdressers’ Trade Associa- 
tion and succeeded in enforcing minimum prices because 
of general shortages and the effectiveness of blacklist 
boycotts. However, since less money has been chasing 
more goods the majority of shops have run well below 
the agreed scale of charges, and the strictures of the 
Resale Price Maintenance Committee last June coincided 
with the Association’s virtual demise. Attempts by the 
biggest national organisation to revive price-fixing at 

rates and to disarm official wrath by removing 
ers from a “ white list” instead of adding them 
to a black one, have stuck on the Papedbcase of the 
y, protests in the trade at the organised 
tadorsement of unprofitably low prices. 


* 
The recently defeated Hairdressers’ Registration Bill, 


by irrelevant appeals to hygiene and public 
safety, only added one more failure to those of voluntary 
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organisations to establish a basis for a closed shop, 
although such legal registration is enforced in the United 
States, France, and Australia. Thus the market price, 
fixed by competition, is once more in the ascendant, and 
such freedom to fix his own charges as the individual 
operator may enjoy are the result, partly of such market 
imperfections as customer loyalty, and partly of real 
differences in standards of performance. Competition 
finds expression in efforts to increase quality rather than 
to reduce price. Local academies—a traditional name 
for hairdressers’ clubs—exist in almost every district, 
and meet regularly to pool their knowledge. Experienced 
members demonstrate and experiment, and the younger 
ones learn. These evening academies, voluntarily con- 
ducted by working hairdressers with no direct financial 
motive, are the real means of maintaining skill, improv- 
ing techniques, and training assistants, and are under- 
standably sources of great pride and rivalry throughout 
the trade. It is a commonplace that the real concern 
Over price fixing comes from the manufacturers, the 
wholesalers, and the less competent of the hairdressers 
themselves. The position contrasts strongly with that 
in France, where a united and powerful association has 
enforced a rigid pricing system, with effective reprisals 
against offenders. 

The customer, beyond much doubt, is the gainer, at 
least on balance, from the competitive and unorganised 
nature of the trade. But the worker in the trade is often 
the sufferer. Several things stand in the way of an effec- 
tive organisation for collective bargaining. There is the 
irrational human element that has attracted into the trade 
more bright elementary school girls, interested in their 
appearance and sociably inclined, than the trade can 
properly hold. The common practice of two or three 
assistants working side by side with the proprietor 
makes trade union organisation difficult, and less 
than one worker in ten is a member of a union. Con- 
sequently, before the war, wages of 30s. or 40s. a week 
were normal in the provinces (where tipping is insigni- 
ficant) for trained workers, and hours were long. Some 
improvement in average earnings has resulted in the last 
decade from wartime prices and shortages of labour, 
and to prerent a reversion to prewar conditions a Wages 
Council order came into force on October 17th, which 
fixes minimum wages roughly at those then in force in 
shops with cheap working-class custom, that is from 
95s. to 110s. for adult male workers, Apprenticeship 
terms are also now fixed. To the very cheapest shops, 
particularly in rural areas, the new rates will mean a loss 
unless some assistants are dismissed. 


The very cheap services, therefore, will never return. 
Instead, falling prices will encounter a rigid cost item, 
comprising 35-45 per cent of all charges, while the 
limitation of one apprentice to every two operators will 
gradually reduce the worst effects of overcrowding and 
low standards. It is unlikely that the demand for hair- 
dressing will stay for long at its present high levels, and 
the Order will not prevent quite sharp falls in — 
especially in the more expensive sections of 
women’s trade. Even so, however, the trade will 
probably find itself in a Tak: Gi state than ever before, 
with still more than enough competition to encourage 
efficient workmanship. The losers will be those 
customers who will no longer be able to afford a price 
that covers the lowest cost ; they will have to content 
themselves with the belief that “ A Hat Makes All the 
Difference.” 
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Australia in the World 


HE general election in Australia on December roth 
has an added interest in view of the Labour defeat 
in New Zealand last Wednesday. Public opinion polls 
in Australia were already showing a slight balance in 
favour of the Opposition—the Liberal and Country 
parties which have joined together against Labour—and 
the New Zealand result may tend to tilt the balance still 
further, since waverers like to think that they are going 
to be on the winning side. It may be that the Antipodes, 
after a decade of Socialism, are swinging back to the 
centre, if not yet to the night. But it would be a mistake 
to prejudge the issue ; seen from London, the two sides 
appear to be equally matched and there is every indica- 
tion that it will be a close fight. 


The chief domestic issues are full employment and 
nationalisation. The Labour Party maintain that they 
have been responsible for the almost complete absence 
of unemployment since the middle of the war and that, 
while they intend to proceed slowly with nationalisation, 
the state must control the resources of the nation if it 
is to advance and expand as it should. They are, how- 
ever, fighting the elections mainly on the merits and 
demerits of the personalities concerned. Their campaign 
has been vigorous and forceful, but, as the late Mr 
Beasley is reported to have said, such tactics only work 
once and the Labour Party has used them before in the 
1946 elections. 


The Opposition parties are also in favour of full 
employment, but it is probable that some at least of the 
voters are not convinced that they would defend it with 
quite such ardour as the Labour Party in the event 
of a depression. There is, on the other hand, no doubt 
about their attitude to nationalisation. Both the Liberal 
and Country parties are vehemently opposed to it and 
say that they will not tolerate any further restriction of 
the liberty of the individual or of the independent states. 
They have been helped in their campaign both by the 
fe-t that Dr Evatt lost the Bank Nationalisation case 
before the Privy Council and by the rash statements of 
one or two Ministers—particularly of Mr Ward, the 
Minister of External territories, who said that the Labour 
Party would in time abolish the Senate, the chief safe- 
guard of the interests of the smaller states. 


But beyond the questions of full employment or 
nationalisation, the election will probably be decided by 
the fact that Labour has now been in office for eight 
years. The belief in “fair shares” can be applied to 
political parties, and it is almost a tradition in Australia 
not to give any one party too long a period of the enjoy- 
ment of the fruits of power. There are also many 
Australians who doubt whether the principles of the 
Labour Party are those that Australia will need in the 
next stage of its development. Some form of welfare 
state there must be, but its rigidities fit badly to a country 
that is now expanding fast. Secondary industries are 
springing up, migrants are arriving in large numbers, and 
there is an urgent feeling that Australia should build up 
its strength and its population as rapidly as possible if 
it is to survive the potential challenge of a Communist 
China and a resurgent Japan. 

The question is being asked whether socialist policies 


are the best for promoting the rapid expansion which js 
believed to be necessary. The close control which Mr 
Chifley would like to keep over the Australian economy 
the insistence on a high standard of social services, the 
elaborate machinery for dealing with any faint signs of 
unemployment, all mean a slowing down rather than a 
speeding up of the forces behind expansion. It may be 
that, without prejudice to what may be necessary in the 
future, Australia needs at the present time a government 
with a more liberal attitude towards economic expansion, 


* 


Although in Australia itself, foreign affairs or Com- 
monwealth relations are subjects of remote interest which 
barely enter into the calculations of the voters, a ¢ 
of government in Australia might be a matter of some 
importance to the outside world. If the Opposition were 
to win, there would probably be a slight withdrawal at 
least from the limb on which Dr Evatt’s energy as 
Foreign Minister has placed Australia. In all the major 
international consultations, from Bretton Woods to Uno, 
Australia’s role, under the Labour Government, has been 
highly individual. Dr Evatt has been unwilling to follow 
the leadership either of Britain or of the United States, 
In spite of Mr Curtin’s plea in 1942 for closer co 
ordination among the Dominions, Australia has been 
the most strikingly independent member of the Commen- 
wealth, at least in speech and appearance. And in the 
long series of economic conferences, to which American 
policy has attached such great importance, Australia has 
been a persistent dissenter. It might almost be said 
that while Canada has been aspiring to be the smallest 
of the great powers, Australia’s wish has been to lead 
the Opposition to all the great powers. 

During the postwar years, Australia has jumped into 
the limelight. Dr Evatt has made his government's 
voice heard in all the principal capitals of the westem 
world. He has organised or broken up blocs with cheer- 
ful impartiality—and not always with a sense of respon- 
sibility. He has made himself the spearhead of the 
emotional forces against oppression and for peace— 
sometimes, as during the blockade of Berlin, almost to 
the point of advocating appeasement. He became the 
chief spokesman of the minor powers’ right to have an 
equal say with the major powers. He sealed his career 
as a Foreign Minister by being elected President of the 
United Nations ; and, as he himself once remarked, 
was equivalent to becoming president of the world. 


But from all this turbulence there has emerged @ 
reasonably clear Australian foreign policy, wider and 
more definite than before. It falls into three distinct 
parts: it is intended first, that Australia should be the 
catalyst which will bring about a fusion between Asi 
and the West; second, that a ring of friendly buffer 
states should be created against possible threats from 
China and Japan ; and third, that the prewar shape of 
the Commonwealth should be maintained as a source of 
military and economic strength for all its members. 

The working out of this policy has involved the 
Australian Government in a number of angry disagte 
ments with western powers. The chief bone of comet: 
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tion has been Indonesia, where Australia more or less 
openly took the side of the Republicans, although Dr 
Evatt was, for once, careful not to commit his govern- 
ment so far that they could not withdraw. The resulting 
clash with Holland did not improve Australia’s relations 
with Europe, but the final outcome of the round table 
conference at The Hague and of the confidence which 
Australia has now won in most Asian countries has justi- 
fied its actions. Australia also showed its new power at 
the Asian conference in Delhi last January ; with New 
Zealand, it was one of the only two “ white ” countries 
represented, and its delegate succeeded in guiding the 
conference away from a too violent expression of anti- 
European sentiment. 


* 


In Commonwealth affairs, the present Australian 
Government, in spite of its independence, has on the 
whole been more active in promoting the bonds between 
the Dominions than in weakening them. In economic 
matters, for example, Mr Chifley has been prepared to 
work fairly closely with Whitehall, and at Uno it was Dr 
Evatt who, by persistent lobbying, saved the day for 
South Africa when the question of South-West Africa 


NOTES OF 


Parliament and the Future 

The House of Lords put Mr Morrison out of his agony 
on Tuesday by rejecting the Parliament Bill for the third 
time, thereby clearing the way for the measure to receive 
the Royal Assent under the Parliament Act of 1911. Thus 
Mr Morrison can now report to the Prime Minister that by 
Christmas the Labour Party’s legislative programme will 
have been completed and Mr Attlee can continue to ponder 
upon the best date in the New Year for the election with at 
least this problem off his mind. The only other important 
Bills which remain to be dealt with this session are the 
Justices of the Peace Bill (which may indeed still be lost if 
there are lengthy arguments in committee) and the India 
(Consequential Provisions) Bill—a measure designed to adjust 
the legalities which will arise when India becomes a Republic 
within the Commonwealth in January. 


When Parliament reassembles in the New Year, the 
Government will have to decide whether to keep MPs busy 
during the pre-election period by bringing forward some of 
the many minor Bills which Government departments keep 
in their pigeonholes for years, in anticipation of just such a 
quiet period, or alternatively whether they should begin the 
election campaign by devoting Parliament’s time to a series 
of grand debates on general policy. Much will depend on 
the date of the General Election. If the election comes, as 
still seems likely, late in February or early in March, there 
would seem to be little point in rushing through a series of 
small Bills during the closing stages of this Parliament. 


It is regrettable that the one major modification made in 
the constitution during this Parliament, the halving of the 
veto period of the Lords, should have to be considered 
Piimarily in terms of its impact upon election tactics ; but 
that has been the fate of the measure throughout. It has 

appeared as a gap deliberately cut in the existing 
Procedure to enable the Steel Bill to be bundled through 
iM time for the election ; and so strong has the circumstantial 
evidence been for that view, that no amount of official dis- 
climing has persuaded anyone to think otherwise. The 
t Bill will become law, with the now needless 

Clause giving it retrospective effect to cover the Steel Bill 
among its provisions as a curiosity and a reminder 
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was first raised. On the other hand, they have been 
against any formal strengthening of Commonwealth ties ; 
they dislike the idea of a secretariat or of any body with 
supernational powers—even though the suggestion first 
came from one of their former leaders—and they are 
determined to preserve their freedom to act as and how 
they think best over any particular question. 


A change of Government should not be expected to 
lead to any sharp changes, of course, in Australian foreign 
policy. Much, of course, will depend on the personality 
of a new Minister. But none of the likely candidates— 
the choice would seem to lie between Mr Menzies him- 
self and Mr Casey—has Dr Evatt’s boisterous tempera- 
ment, and the headlong rushes into situations where 
angels have feared to tread would be replaced by a suaver 
and more cautious approach. There would be more 
verbal emphasis on the unity of the British Common- 
wealth. But the main outlines of Dr Evatt’s policy are 
not his personal creation and would not pass with him. 
Even if the Australian people should wish it (and they 
do not) they cannot retreat into the role of a dutiful out- 
post of Empire. For better or for worse, Australia is 
out in the world, with interests of its own to defend and 
dangers of its own to face. 


THE WEEK 


for the historians. Lord Cecil of Chelwood, who made one 
of the most effective speeches on Tuesday, urged the major 
parties to bring forward as soon as possible the question of 
reform of the membership of the Lords. It is certainly to be 
hoped that this question will be reopened in 1950. The 
services of the upper house in the past four and a half years, 
both as a debating and a revising assembly, leave no doubt 
of its value and importance to the constitution. Curiously, 
the Conservatives seem more interested than the Labour 
Party in reforming the Lords. One thing is quite certain: 
reform will never be carried out except by a party which is 
irretrievably committed in its election programme. 

in office a party becomes a prey to the collective prejudices 
of the House of Commons, who as a body prefer a weak and 
slightly absurd upper house and fear the strength which any 
reform would give to it. 


* * x 


Labour Loses New Zealand 


The defeat of the Labour Party in the New Zealand 
general election on Tuesday and Wednesday was not quite 
the landslide it at first appeared to be. The proportion of 
voters who swung from left to right was only about 7} per 
cent of the total, but this was enough to give the conservative 
National Party a majority of 12 members in a parliament 
of 80, as against their minority of four seats in the last 
parliament. The new House of Representatives will contain 
46 members of the National Party and 34 members of the 
Labour Party; all the 16 Communist candidates lost their 
deposits, and no independents succeeded in getting in. The 
National Party gains were chiefly in suburban constituencies 
and in electorates containing mixed urban and rural voters. 
The Labour Party kept its hold over the four Maori seats. 


Mr Sidney Holland, who as leader of the National Party 
becomes the new Prime Minister, has therefore a good 
working majority ; it will be a matter of great interest to 
see what he does with it. For, after fourteen years of Labour 
rule, New Zealand has become firmly established as a welfare 
state and, in spite of electioneering speeches, it is difficult 
to see what major changes Mr Holland will be able to make. 
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Almost the only real dispute between him and Mr Fraser, 
the retiring Prime Minister, was about price controls and 
import and export restrictions. While controls over trading 
within New Zealand can easily be relaxed, and probably 
with benefit to the community, the future of controls over 
external trade is a more complex matter. Mr Holland will 
have to be careful if he is not to lead New Zealand down 
the path which South Africa followed in 1947 and 1948. He 
is also likely to meet trouble on the waterfronts, and it is just 
possible that, in spite of his majority, he may have to go to 
the country before his full term is up. 

From the point of view of the Commonwealth the loss 
of Mr Fraser in its deliberations must be regretted. He 
brought to the Prime Ministers’ conferences common-sense 
and sound reasoning which will be missed. 


Trouble in Nigeria 


lt bas been known for some months, even for some years, 
uation in Nigeria was verv tricky. Nationalist 


spend a tenth of their whole incomes on “ other 
services” about which official statistics reveal nothing, 
but some knowledge of which is essential to any com- 
plete picture of how the economy works. Of the minor 
industries which make up these “ other services,” hair- 
dressing, in which perhaps 130,000 people are occupied, 
is one of the most important. 

The demand for hairdressing—and indeed, every 
other aspect oi the wade—is divided distinctly into ine 
sections that cater for men and women. The demand 
for men’s hairdressing has always—at least since the end 
of the eighteenth century—been relatively stable , hair- 
cutting is a strict necessity for most of the male popula- 
tion and there are obvious limits to over-indulgence. 
The numbers of men willing to pay to be shaved have 
declined sharply since the advent of the safety razor. The 
chief demand remains, on the men’s side, for the regular 
quick despatch of a tiresome duty. Women’s demand, on 
the other hand, shows all the fickle characteristics of a 
luxury trade, fluctuating with every change of fashion, of 
technical contrivance and of spending power. Twenty 
years ago the total trade was only half its present size, 
and the difference is due almost entirely to women’s hair- 
dressing. In Blackpool, for example, there were four 
women’s shops in 1918, about 35 in 1925 and 180 today. 
The ugly semi-masculine “ bob” which appeared after 
the first war created a great potential demand for some- 
thing to soften its first austerities. Before time could 
restore the simple dignity of the “bun,” professional 
hairdressing seized a market with the Marcel iron-wave 
at half a crown and upwards, which an expert could 
make to last over a fortnight, and with the first com- 
mercial permanent wave by Eugene at ten guineas. 
Nature has never since been able to compete. 


The trade boomed. Apprenticeship premiums were 
fifty—even a hundred—guineas for seven years’ training 


independent shop was small, and, between the two, the 
adult employee paid a full adult wage was squeezed out. 
Prices fell erent: PIETY those of permanent 
waving, and ever wider markets were tapped, until in 
the late thirties there was a considerable trade in the 
seven - and - sixpenny permanent wave, with c 
Srosrisie fowr CRUG diets dren’ will peociociehe ek 
which produced a result all too reminiscent of the wool- 
ing from which it was technically derived. The war 
the instability of the demand. It withheld 
by long hours of work and high prices from 
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trade union in the mines, a new one was formed under 
management sponsorship. Its leaders were promptly Called 
management men by the disgruntled leaders of the dj 
union. One of these, Mr Ogiyi, persuaded large numbers of 
workers not to follow the new leaders, and ever since 

has been rivalry between him and his following and the 
officially recognised union leaders. Obviously, the best bait 
that both sides could use to attract more adherents has been a 
promise of higher wages. In this Mr Ogiyi has had a big 
advantage because the official trade union had not been set 
up when the Harrigan committee recommended higher wages. 
with considerable back pay, to civil servants and other Gov. 
ernment workers ; Mr Ognyi, being the trade union leader a 
the time, is consequently regarded as the man who obtains 
tor the workers their just claims. The claims of the rival 
leaders thus became wilder and wilder and more and mor 
demagogic ; and when it is considered that all this was taking 
place im an anti-British and anti-Government atmosphere, ¢ 
* hardly surprising that the trouble should have 

As so casily happens, a dispute that began between Alvicom 
was rapidly turned into an anti-British incident, 


fashion back into more profitable channels, but there are 
limits to its influence. 


* 


There is at present one hairdresser’s shop to approxi- 
mately every 1,300 of the population in Great Britain; 
to every 600 in the United States, and to every 800 in 
France. The sample survey of the trade in Great Britain 
made by the Hulton Press gives women’s a 
numbering 13,600, men’s shops as 11,000, and i 
men’s and women’s shops as 10,600—a total of 35,200 in 
all. Of these only 2 per cent (including those of co-open- 
tive societies) belong to chains of more than four 
and about 88 per cent are completely independent. 
Staffs, including the person in charge, average only 35 
per shop, and 10 per cent of the total are actually one 
man establishments. 

This small-scale character is attributed within the trade 
to the importance of the personal attention a proprietor 
bestows upon each customer. It seems more 
connected, however, with the fact that a new business 
can be started anywhere (except in the West End d 
London) with a relative low capital outlay, since the 
stocks required are small and second-hand tools are easy 
to come by. It seems also to suggest the absence of any 
substantial “ pure” profit in excess of the value of the 
manager’s skill as a craftsman. Such multiple shops a 
there are can often be accounted for by the advertisement 
value of a hairdressing service in other multiple businesses 
such as retail stores. 

Profits vary with locality, with personalities, and (@ 
the women’s trade) with the seasons and the general level 
of prosperity. The typical suburban joint shop run by 
a married couple is often maintained less for the size o 
the profit than for the value of independence in 4 vey 
independent trade. Men’s shops make a small profit 
on a quick and regular turnover. Charges are highly 
standardised and overheads are small. It is estimated 
that the average operator spends about 13 hours a week 
in “‘ waiting time.” The business man “ slipping out 
the middle of the morning, or the factory worker 0 
Saturday afternoon is sensitive to delays. Custom # 
both casual and irregularly spaced and, for a big estab 
lishment, always to keep enough assistants ready to dl 
with a rush of work is expensive, and only in rare a 
can the price be increased accordingly. 

In women’s shops, prices, profits, and the salle ¢ 
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It is this that should prevent it from degenerating 
into the frustrated impotence that made the WFTU a mean- 
ingless and dangerous forum. 


* * * 


Mr Morrison’s Tune-up 


Mr Herbert Morrison, generally the embodiment of sweet- 
ness and reason, appears to be wanens to a pre-election 
pitch of uncharacteristic shrillness. His more usual vein 
was apparent, at Birmingham last Saturday, in his advice to 
the Liberal Party not to associate with the wicked Tories, not 
even to try to induce them to withdraw, here and here, to let 
the Liberals in, lest they should be eaten alive as the Liberal 
Unionists and Liberal Nationals before them. The spectacle 
of Labour solicitude for Liberal independence and survival 
is interesting ; it indicates Mr Morrison's personal belief that 
a large number of Liberal candidates would, on balance, 
draw more votes away from Conservative than from Labour 
candidates (a fact which should be borne in mind when cither 
Mr Morrison or other Labour spokesmen claim, as they fre 

otly do, that the Labour Party is the natural heir of the 
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The sundarity between these three would be even 
more striking uf the suburban shop were to promote one 
advanced apprentice to an adult scale. The consistent 
proportion of gross income expended on overheads and 
materials bears out the common opinion that higher 
prices must reflect, not only better workmanship, but 
better materials and appointments. 


Prices in men’s shops are fairly stable and rivalry 
takes the form of service and speed. The cut-price 
“tenpenny slasher ” exists here and there, but there is 
9 little room for sound economies that quality falls 
quicker than price. On the women’s side, however, the 
price tends to be “ what the traffic will bear.” About 
70 per cent of the turnover represents permanent 
waving ; this usually subsidises the smaller items, such 
as trimming, shampooing, etc., which at popular prices 
barely cover their cost, but help to fill up the timetable. 
Attempts to sustain prices by trade organisations have 
all failed ; well over half the master hairdressers in the 
country belong to none of the three national organisa- 
tions, and defaults from voluntary agreements are hard 
to check. During the war these organisations, together 
with the leading manufacturers and wholesalers, pooled 
their efforts through the Hairdressers’ Trade Associa- 
tion and succeeded in enforcing minimum prices because 
of general shortages and the effectiveness of blacklist 

cotts. However, since less money has been chasing 
more goods the majority of shops have run well below 
the agreed scale of charges, and the strictures of the 

esale Price Maintenance Committee last June coincided 
with the Association’s virtual demise. Attempts by the 
biggest national organisation to revive price-fixing at 
rates and to disarm official wrath by removing 
ers from a “ white list” instead of adding them 
to a black one, have stuck on the other horn of the 
ly, protests in the trade at the organised 

tadorsement of unprofitably low prices. 

; 

The recently defeated Hairdressers’ Registration Bill, 
by irrelevant appeals to hygiene and public 
safety, only added one more failure to those of voluntary 
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“we tend to be content with laying down a line of policy, 
and then not taking every possible measure to see our 
membership is firmly convinced of the correctness of that 
policy”—and too lackadaisical about recruiting new members. 
This is to be overcome by cracking the whip over the more 
sluggish members and adopting a more militant attitude. 
The Communist in trade union or factory is now to fly his 
own colours and pay no lip service to social democracy. 

On Monday the Daily Worker castigated the Sunday press, 
muzzled by its capitalist masters, for paying no attention to 
the Congress, but the truth is that the political activities of 
the Communist Party have at the moment little news value. 
The Communists will put up about one hundred candidates 
at the General Election, but it is more than possible that they 
will not return one member. In the Gallup Poll figures 
published this week in the News Chronicle the percentage of 
the popular vote not attributable to Labour, Liberal or 
Conservative stands this month at one per cent (it was as 
high as six per cent after the 1948 Budget), which since it 
must be shared with Independents and Independent Socialists, 
can give the Communists little hope of a Parliamentary party. 
Thew sphere of action is in fact largely limited w causing 


woe Ve gatas pemad, dine devas y Umsougiuiii 
the trade. It is a commonplace that the real concern 
Over price fixing comes from the manufacturers, the 
wholesalers, and the less competent of the hairdressers 
themselves. The position contrasts strongly with that 
in France, where a united and powerful association has 
enforced a rigid pricing system, with effective reprisals 
against offenders. 


rl 


Lhe customer, beyond much doubt, is the gainer. at 
lcasi on balance, irom the competitive and unorganised 
nature of the trade. But the worker in the trade is often 
the sufferer. Several things stand in the way of an effec- 
tive organisation for collective bargaining. There is the 
irrational human element that has attracted into the trade 
more bright elementary school girls, interested in their 
appearance and sociably inclined, than the trade can 
properly hold. The common practice of two or three 
assistants working side by side with the proprietor 
makes trade union organisation difficult, and less 
than one worker in ten is a member of a union. Con- 
sequently, before the war, wages of 30s. or 40s. a week 
were normal in the provinces (where tipping is insigni- 
ficant) for trained workers, and hours were. long. Some 
improvement in average earnings has resulted in the last 
decade from wartime prices and shortages of labour, 
and to prevent a reversion to prewar conditions a Wages 
Council order came into force on October 17th, which 
fixes minimum wages roughly at those then in force in 
shops with cheap working-class custom, that is from 
95s. to 110s. for adult male workers. Apprenticeship 
terms are also now fixed. To the very cheapest shops, 
particularly in rural areas, the new rates will mean a loss 
unless some assistants are dismissed. 


The very cheap services, therefore, will never return. 
Instead, falling prices will encounter a rigid cost item, 
comprising 35-45 per cent of all charges, while the 
limitation of one apprentice to every two operators will 
gradually reduce the worst effects of overcrowding and 
low standards. It is unlikely that the demand for hair- 
dressing will stay for long at its present high levels, and 
the Order will not prevent quite sharp falls in earnings, 
especially in the more expensive sections of the 
women’s trade. Even so, however, the trade will 
probably find itself in a healthier state than ever before, 
with still more than enough competition to encourage 
efficient workmanship. losers will be those 
customers who will no longer be able to afford a price 
that covers the lowest cost ; will have to content 
themselves with the belief that “A Hat Makes All the 
Difference.” 
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Australia in the World 


HE general election in Australia on December roth 
has an added interest in view of the Labour defeat 
in New Zealand last Wednesday. Public opinion polls 
in Australia were already showing a slight balance in 
favour of the Opposition—the Liberal and Country 
parties which have joined together against Labour—and 
the New Zealand result may tend to tilt the balance still 
further, since waverers like to think that they are going 
to be on the winning side. It may be that the Antipodes, 
after a decade of Socialism, are swinging back to the 
centre, if not yet to the right. But it would be a mistake 
to prejudge the issue ; seen from London, the two sides 
appear to be equally matched and there is every indica- 
tion that it will be a close fight. 


The chief domestic issues are full employment and 
nationalisation. The Labour Party maintain that they 
have been responsible for the almost complete absence 
of unemployment since the middle of the war and that, 
while they intend to proceed slowly with nationalisation, 
the state must control the resources of the nation if it 
is to advance and expand as it should. They are, how- 
ever, fighting the elections mainly on the merits and 
demerits of the personalities concerned. Their campaign 
has been vigorous and forceful, but, as the late Mr 
Beasley is reported to have said, such tactics only work 
once and the Labour Party has used them before in the 
1946 elections. 


The Opposition parties are also in favour of full 
employment, but it is probable that some at least of the 
voters are not convinced that they would defend it with 
quite such ardour as the Labour Party in the event 
of a depression. There is, on the other hand, no doubt 
about their attitude to nationalisation. Both the Liberal 
and Country parties are vehemently opposed to it and 
say that they will not tolerate any further restriction of 
the liberty of the individual or of the independent states. 
They have been helped in their campaign both by the 
fe-t that Dr Evatt lost the Bank Nationalisation case 
before the Privy Council and by the rash statements of 
one or two Ministers—particularly of Mr Ward, the 
Minister of External territories, who said that the Labour 
Party would in time abolish the Senate, the chief safe- 
guard of the interests of the smaller states. 


But beyond the questions of full employment or 
nationalisation, the election will probably be decided by 
the fact that Labour has now been in office for eight 
years. The belief in “fair shares” can be applied to 
political parties, and it is almost a tradition in Australia 
not to give any one party too long a period of the enjoy- 
ment of the fruits of power. There are also many 
Australians who doubt whether the principles of the 
Labour Party are those that Australia will need in the 
next stage of its development. Some form of welfare 
state there must be, but its rigidities fit badly to a country 
that is now expanding fast. Secondary industries are 
springing up, migrants are arriving in large numbers, and 

is an urgent feeling that Australia should build up 

its strength and its population as rapidly as possible if 

it is to survive the potential challenge of a Communist 
China and a resurgent Japan. 

The question is being asked whether socialist policies 


are the best for promoting the rapid expansion which js 
believed to be necessary. The close control which Mr 
Chifley would like to keep over the Australian 

the insistence on a high standard of social services, the 
elaborate machinery for dealing with any faint Signs of 
unemployment, all mean a slowing down rather than a 
speeding up of the forces behind expansion. It may be 
that, without prejudice to what may be necessary in the 
future, Australia needs at the present time a government 
with a more liberal attitude towards economic expansion, 


th 


Although in Australia itself, foreign affairs or Com- 
monwealth relations are subjects of remote interest which 
barely enter into the calculations of the voters, a c 
of government in Australia might be a matter of some 
importance to the outside world. If the Opposition were 
to win, there would probably be a slight withdrawal at 
least from the limb on which Dr Evatt’s energy as 
Foreign Minister has placed Australia. In all the major 
international consultations, from Bretton Woods to Uno, 
Australia’s role, under the Labour Government, has been 
highly individual. Dr Evatt has been unwilling to follow 
the leadership either of Britain or of the United States, 
In spite of Mr Curtin’s plea in 1942 for closer oo 
ordination among the Dominions, Australia has been 
the most strikingly independent member of the Commen- 
wealth, at least in speech and appearance. And in the 
long series of economic conferences, to which American 
policy has attached such great importance, Australia has 
been a persistent dissenter. It might almost be said 
that while Canada has been aspiring to be the smallest 
of the great powers, Australia’s wish has been to lead 
the Opposition to all the great powers. 

During the postwar years, Australia has jumped into 
the limelight. Dr Evatt has made his government's 
voice heard in all the principal capitals of the westem 
world. He has organised or broken up blocs with cheer- 
ful impartiality—and not always with a sense of respon- 
sibility. He has made himself the spearhead of the 
emotional forces against oppression and for peace— 
sometimes, as during the blockade of Berlin, almost to 
the point of advocating appeasement. He became the 
chief spokesman of the minor powers’ right to have an 
equal say with the major powers. He sealed his careet 
as a Foreign Minister by being elected President of the 
United Nations ; and, as he himself once remarked, that 
was equivalent to becoming president of the world. 


But from all this turbulence there has emerged 2 
reasonably clear Australian foreign policy, wider and 
more definite than before. It falls into three distinct 
parts: it is intended first, that Australia should be the 
catalyst which will bring about a fusion between Asi 
and the West; second, that a ring of friendly buffer 
states should be created against possible threats = 
China and Japan ; and third, that the prewar shape & 
the Commonwealth should be maintained as a source 
military and economic strength for all its members. 

The working out of this policy has involved th 
Australian Government in a number of angry disagi 
ments with western powers. The chief bone of conte 
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tion has been Indonesia, where Australia more or less 

y took the side of the Republicans, although Dr 
Evatt was, for once, careful not to commit his govern- 
ment so far that they could not withdraw. The resulting 
clash with Holland did not improve Australia’s relations 
with Europe, but the final outcome of the round table 
conference at The Hague and of the confidence which 
Australia has now won in most Asian countries has justi- 
fied its actions. Australia also showed its new power at 
the Asian conference in Delhi last January ; with New 
Zealand, it was one of the only two “ white ” countries 
represented, and its delegate succeeded in guiding the 
conference away from a too violent expression of anti- 
European sentiment. 


* 


In Commonwealth affairs, the present Australian 
Government, in spite of its independence, has on the 
whole been more active in promoting the bonds between 
the Dominions than in weakening them. In economic 
matters, for example, Mr Chifley has been prepared to 
work fairly closely with Whitehall, and at Uno it was Dr 
Evatt who, by persistent lobbying, saved the day for 
South Africa when the question of South-West Africa 


NOTES OF 


Parliament and the Future 


The House of Lords put Mr Morrison out of his agony 
on Tuesday by rejecting the Parliament Bill for the third 
time, thereby clearing the way for the measure to receive 
the Royal Assent under the Parliament Act of 1911. Thus 
Mr Morrison can now report to the Prime Minister that by 
Christmas the Labour Party’s legislative programme will 
have been completed and Mr Attlee can continue to ponder 
upon the best date in the New Year for the election with at 
least this problem off his mind. The only other important 
Bills which remain to be dealt with this session are the 
Justices of the Peace Bill (which may indeed still be lost if 
there are lengthy arguments in committee) and the India 
(Consequential Provisions) Bill—a measure designed to adjust 
the legalities which will arise when India becomes a Republic 
within the Commonwealth in January. 


When Parliament reassembles in the New Year, the 
Government will have to decide whether to keep MPs busy 
during the pre-election period by bringing forward some of 
the many minor Bills which Government departments keep 
in their pigeonholes for years, in anticipation of just such a 
quiet period, or alternatively whether they should begin the 
tlection campaign by devoting Parliament’s time to a series 
of grand debates on general policy. Much will depend on 
the date of the General Election. If the election comes, as 
still seems likely, late in February or early in March, there 
would seem to be little point in rushing through a series of 
small Bills during the closing stages of this Parliament. 


It is regrettable that the one major modification made in 
constitution during this Parliament, the halving of the 
veto period of the Lords, should have to be considered 
Ptimarily in terms of its impact upon election tactics ; but 
that has been the fate of the measure throughout. It has 
appeared as a gap deliberately cut in the existing 
procedure to enable the Steel Bill to be bundled through 
in time for the election ; and so strong has the circumstantial 
evidence been for that view, that no amount of official dis- 
Claiming has persuaded anyone to think otherwise. The 
t Bill will become law, with the now needless 

Clause giving it retrospective effect to cover the Steel Bill 
among its provisions as a curiosity and a reminder 
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was first raised. On the other hand, they have been 
against any formal strengthening of Commonwealth ties ; 
they dislike the idea of a secretariat or of any body with 
supernational powers—even though the suggestion first 
came from one of their former leaders—and they are 
determined to preserve their freedom to act as and how 
they think best over any particular question, 


A change of Government should not be expected to 
lead to any sharp changes, of course, in Australian foreign 
policy. Much, of course, will depend on the personality 
of a new Minister. But none of the likely candidates— 
the choice would seem to lie between Mr Menzies him- 
self and Mr Casey—has Dr Evatt’s boisterous tempera- 
ment, and the headlong rushes into situations where 
angels have feared to tread would be replaced by a suaver 
and more cautious approach. There would be more 
verbal emphasis on the unity of the British Common- 
wealth. But the main outlines of Dr Evatt’s policy are 
not his personal creation and would not pass with him. 
Even if the Australian people should wish it (and they 
do not) they cannot retreat into the role of a dutiful out- 
post of Empire. For better or for worse, Australia is 
out in the world, with interests of its own to defend and 
dangers of its own to face. 


THE WEEK 


for the historians. Lord Cecil of Chelwood, who made one 
of the most effective speeches on Tuesday, urged the major 
parties to bring forward as soon as possible the question of 
reform of the membership of the Lords. It is certainly to be 
hoped that this question will be reopened in 1950. The 
services of the upper house in the past four and a half years, 
both as a debating and a revising assembly, leave no doubt 
of its value and importance to the constitution. Curiously, 
the Conservatives seem more interested than the Labour 
Party in reforming the Lords. One thing is quite certain: 
reform will never be carried out except by a party which is 
irretrievably committed in its election programme. Once 
in office a party becomes a prey to the collective prejudices 
of the House of Commons, who as a body prefer a weak and 
slightly absurd upper house and fear the strength which any 
reform would give to it. 


* * x 


Labour Loses New Zealand 


The defeat of the Labour Party in the New Zealand 
general election on Tuesday and Wednesday was not quite 
the landslide it at first appeared to be. The proportion of 
voters who swung from left to right was only about 7} per 
cent of the total, om this was enough to give the conservative 
National Party a majority of 12 members in a parliament 
of 80, as against their minority of four seats in the last 
parliament. The new House of Representatives will contain 
46 members of the National Party and 34 members of the 
Labour Party ; all the 16 Communist candidates lost their 
deposits, and no independents succeeded in getting in. The 
National Party gains were chiefly in suburban constituencies 
and in electorates containing mixed urban and rural voters. 
The Labour Party kept its hold over the four Maori seats. 


Mr Sidney Holland, who as leader of the National Party 
becomes the new Prime Minister, has therefore a good 
working majority ; it will be a matter of great interest to 
see what he does with it. For, after fourteen years of Labour 
rule, New Zealand has become firmly established as a welfare 
state and, in spite of electioneering speeches, it is difficult 
to see what major changes Mr Holland will be able to make. 
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Almost the only real dispute between him and Mr Fraser, 
the retiring Prime Minister, was about price controls and 
import and export restrictions. While controls over trading 
within New Zealand can easily be relaxed, and probably 
with benefit to the community, the future of controls over 
external trade is a more complex matter. Mr Holland will 
have to be careful if he is not to lead New Zealand down 
the path which South Africa followed in 1947 and 1948. He 
is also likely to meet trouble on the waterfronts, and it is just 
possible that, in spite of his majority, he may have to go to 
the country before his full term is up. 


From the point of view of the Commonwealth the loss 
of Mr Fraser in its deliberations must be regretted. He 
brought to the Prime Ministers’ conferences common-sense 
and sound reasoning which will be missed. 


* * x 


Trouble in Nigeria 


It has been known for some months, even for some years, 
that the situation in Nigeria was very tricky. Nationalist, 
anti-British feelings have been fed by a ceaseless stream of 
newspaper propaganda, particularly among the Ibos of the 
eastern provinces where trouble has now broken out. What 
is surprising, all things considered, is that the trouble has 
not, so far, taken a far worse turn. 


The fact remains that twenty Africans have been killed by 
the police in suppressing riots. This is a serious matter for 
a colonial power at any time, and never more so than when, 
in the eyes of the world, it is on the defensive over its 
colonial policy—as is Great Britain even today. The prompt 
appointment of a commission of inquiry into the disorders, 
which includes two Africans, one from the Gold Coast and 
one from Nigeria, among its membership of four, is, there- 
fore, greatly to be welcomed. CClearly, until it has reported, 
any comment on the disorders themselves should be with- 
he'd. 

Their background is, however, instructive. Mr Creech 
Jones said in the House of Commons this week that the trouble 
at the Government coal mines at Enugu, where the rioting 
started, was not an ordinary industrial dispute, in the sense 
that there was no breakdown of negotiations for higher wages. 
The origins of the trouble seem, in fact, to go back two or 
three years when, owing to the lack of success of the African 
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trade union in the mines, a new one was formed 
management sponsorship. Its leaders were prom 
management men by the disgruntled leaders of the dis 
union. One of these, Mr Ogiyi, persuaded large numbers of 
workers not to follow the new leaders, and ever since 

has been rivalry between him and his following and the 
officially recognised union leaders. Obviously, the best bait 
that both sides could use to attract more adherents has been 4 
promise of higher wages. In this Mr Ogiyi has had a bj 
advantage because the official trade union had not bilialae 
up when the Harrigan committee recommended higher 

with considerable back pay, to civil servants and other Gov. 
ernment workers ; Mr Ogiyi, being the trade union leader at 
the time, is consequently regarded as the man who obtains 
for the workers their just claims. The claims of the rival 
leaders thus became wilder and wilder and more and more 
demagogic ; and when it is considered that all this was taking 
place in an anti-British and anti-Government atmosphere, jt 
is hardly surprising that the trouble should have spread, 
As so easily happens, a dispute that began between Africans 
was rapidly turned into an anti-British incident. 


* ® * 


Free Trade Unions 


It is now nearly a year since the representatives of 
organised labour in the western countries withdrew from the 
World Federation of Trade Unions, after a protracted quarrel 
between the “ reformists”” and the “ revolutionaries,” The 
formation of a new international organisation to speak on 
behalf of the non-Communist unions in the free countries is 
the logical result of the failure of east and west to find a 
bridge of compromise in the World Federation as in other 
international organisations. The impetus for a new organi- 
sation has largely come from Britain, the project having been 
initiated when British trade union leaders visited Ameria 
last spring, and launched at a meeting last June in Geneva. 


The conference of free trade union leaders now taking place 
in London is impressive both in its sizé and in the quality of 
its delegates. There are 245 delegates and observers who 
claim to represent over 45 million workers, not only in the 
industrial countries but also in colonial territories and 
economically more backward countries. One of the most 
encouraging signs is the keenness of the American delegates 
to make the organisation a success, a fact illustrated by the 
presence and co-operation of Mr William Green, president of 
the American Federation of Labour, and of Mr Walter 
Reuther, president of the United Automobile Workers and 
a powerful figure in the Congress of Industrial Organisations 
which has fought such a bitter battle in the past with 
Mr Green. 


That there are certain stresses and strains within the 
conference was made clear on the opening day in discussion 
of the position of the Christian unions. With the excep 
tion of the French, none of the Christian groups has been 
invited, because of the opposition of the secular unions. A 
compromise solution has been accepted whereby the Christian 
unions will be included if they agree to withdraw from their 
own International, which claims nearly three million 
members. 


The most difficult question upon which to achieve agret- 
ment is that of the emphasis to be put upon anti-Communis@ 
in formulating the views of the new organisation. It 5 
agreed that Communism is the enemy, but the problem & 
to decide how far the new International should be ageres- 
sively anti-Communist; this means drawing i 
unions from the extreme right. The AFL seems to 
anti-Communism as the main criterion. The TUC, 
the other hand, and most of the west European trade umions, 
would rather see the stress laid on positive, social and econe 
mic advancement. The great advantage of the new orga 
sation isth at it is composed of men who are roughly like 
minded and who are anxious to arrive at effective oo” 
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ises. It is this that should prevent it from degenerating 
into the frustrated impotence that made the WFTU a mean- 
ingless and dangerous forum. 


* * * 


Mr Morrison’s Tune-up 


Mr Herbert Morrison, generally the embodiment of sweet- 
ness and reason, appears to be working up to a pre-election 
pitch of uncharacteristic shrillness. His more usual vein 
was apparent, at Birmingham last Saturday, in his advice to 
the Liberal Party not to associate with the wicked Tories, not 
even to try to induce them to withdraw, here and here, to let 
the Liberals in, lest they should be eaten alive as the Liberal 
Unionists and Liberal Nationals before them. The spectacle 
of Labour solicitude for Liberal independence and survival 
is interesting ; it indicates Mr Morrison’s personal belief that 
a large number of Liberal candidates would, on balance, 
draw more votes away from Conservative than from Labour 
candidates (a fact which should be borne in mind when either 
Mr Morrison or other Labour spokesmen claim, as they fre- 
quently do, that the Labour Party is the natural heir of the 
Radical tradition). 

When, however, Mr Morrison turned to the recent tax-free 
payments in consideration of which Mr Lord and Sir John 
Black undertook never to serve any other firm competing with 
those now employing them, an unmistakable election-year 
acerbity crept in. He had an important theme—restrictive 
covenants on the one hand, tax-circumventing devices on the 
other—on which much could have been said, and said 
strongly, outside the field of party politics. He chose instead 
to emphasise a quite farcically irrelevant parallel with the 
direction of labour, which (compulsory and uncompensated 
as it may be) is in his view far less of an infringement of indi- 
vidual liberty than that to which the two motor magnates 
have submitted. To draw so far-fetched and superfluous a 
comparison suggests that Mr Morrison has the direction of 
Labour heavily on his political conscience. 


Electioneering shrillness, however, rises to its highest pitch 
in his repeated attacks on the advertising campaigns now 
being conducted by the sugar refiners, the cement makers 
and the industrial assurance interests who are threatened 
with nationalisation by the Labour Party’s election pro- 
gramme. Mr Morrison suggested that the money spent on 
these campaigns should be reckoned as election expenses 
within the meaning of the law and charged against all can- 
didates standing in opposition to the Labour Party. One 
would be tempted to dismiss this as a pleasantry of the 
hustings, if it were not for a rash of obviously inspired 
statements by the political correspondents of the newspapers 
that the Labour Party is seriously thinking of bringing a test 
case. If the law is really discovered to be quite so absurd 
as to prevent threatened industries from defending them- 
selves, it will obviously have to be changed. But it is very 

to believe that the law is such an ass as Mr Morrison 
makes it out to be. 


x * * 


Communist Doldrums 


Last week-end the British Communist Party held its 21st 

wal Congress at Liverpool. Despite reports of 
tremendous enthusiasm and despite the fiery speeches, it is 
evident that the Communist Party has for the time being 
teached the political doldrums. In his report Mr Harry 
Pollitt, the general secretary, writes of the party’s failure 
to make headway with an air of bewilderment and frustration 
Which is unusual in such literature. “The main weakness 
of our work is that we have still not succeeded in leading the 
Masses into action on the scale that is necessary.” The party, 
according to Mr Pollitt, is too small, with a membership of 
40,000, for effective action. Surprisingly, it also contains too 
many apathetic people, unwilling to master the party line— 
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“we tend to be content with laying down a line of policy, 
and then not taking every possible measure to see our 
membership is firmly convinced of the correctness of that 
policy” —and too lackadaisical about recruiting new members. 
This is to be overcome by cracking the whip over the more 
sluggish members and adopting a more militant attitude. 
The Communist in trade union or factory is now to fly his 
own colours and pay no lip service to social democracy. 


On Monday the Daily Worker castigated the Sunday press, 
muzzled by its capitalist masters, for paying no attention to 
the Congress, but the truth is that the political activities of 
the Communist Party have at the moment little news value. 
The Communists will put up about one hundred candidates 
at the General Election, but it is more than possible that they 
will not return one member. In the Gallup Poll figures 
published this week in the News Chronicle the percentage of 
the popular vote not attributable to Labour, Liberal or 
Conservative stands this month at one per cent (it was as 
high as six per cent after the 1948 Budget), which since it 
must be shared with Independents and Independent Socialists, 
can give the Communists little hope of a Parliamentary party. 
Their sphere of action is in fact largely limited to causing 
trouble in industry, and it is significant that the London 
dockers come in for a fatherly pat on the head from Mr 


Pollitt. 
* * * 


Dogs of Peace 


Having spent nearly eighteen months trying to coerce 
Tito’s Jugoslavia by all means short of invasion, the Comin- 
form has seen fit to issue the most belligerent resolutions in 
favour of peace that bitter and suspicious men could draw up. 
Meeting secretly near Budapest early last month, its delegates 
no longer enjoyed the assistance of the Bulgarian Vice- 
Premier, Kostov, now accused of trying to “ physically 
annihilate ” his late Prime Minister Dimitrov; or of the 
Russian Zhdanov, now dead ; or of the Rumanian Foreign 
Minister, Anna Pauker. But such old survivors as Messrs. 
Duclos and Togliatti attended from France and Italy, and 
Mr Suslov came from Moscow to move the resolution which 
gives the party line for the winter. 


The task set to Communists throughout Europe is to woo 
intellectuals and trade unionists into alliance against war, and 
to organise the “ideological stupefaction of the working 
masses.” So the “peace campaign,’ which was declared 
last March to be not under Communist direction, is now 
avowed to be under the direct supervision of Moscow. The 
preliminary bombardment has already been completed at 
Lake Success by Mr Vyshinsky; it is now for the ideological 
infantry—600 millions strong according to the Cominform— 
to press home the attack. They will be armed with slogans that 
have been exhaustively tested for months: persons like Mr 
Herbert Morrison and M. Blum are the “ bitterest enemies 
of the working class, the accomplices of warmongers and the 
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lackeys of imperialism.” War, they say, is being prepared to 
thrust Anglo-American domination on the whole world ; the 
danger of war can only be diminished by mobilising opinion 
against the “ humanity hating propaganda of the aggressors.” 
“ All democratic and patriotic forces” must be unified and 
consolidated and, says Signor Togliatti, a special effort must 
be made to work on Roman Catholics and to co-operate with 
their trade unions, 


To the non-Communist such a programme and such a 
vocabuaiy are boring; but to the Communist both are 
exciting because they provide the outlet for frustration, 
hatred and the itch to agitate. Less boring and more sinister 
—though the power of the peace campaign should not be 
underrated—is the call for further effort against Tito. He, 
alas, has “ gravitated definitely from bourgeois nationalism 
to Fascism”; and against Fascism no holds are barred. So 
the Cominform openly invites Jugoslavs who oppose Tito 
to work against him underground and revolt. 

That such a blatant incitement to civil war can be com- 
bined with resolutions for a peace campaign illustrates once 
again how the meaning of words is being perverted by the 
cold war. The fight for peace means the advancement of 
Soviet interest ; the warmonger is a person who calls a halt 
to that process. The universal desire to avoid war is being 
played on with the suggestion that it can only happen as a 
result of preparing resistance to Soviet policies. 


Bad Manners at Bonn 


For the last seventeen years the Germans have had no 
experience of parliamentary institutions and, even before that 
time, the Nazi minority had destroyed all sense of order in 
the conduct of parliamentary affairs. It was therefore 
inevitable that, when the experiment of restoring democratic 
institutions began at Bonn, the German politicians would 
show a certain lack of skill with their new and unfamiliar 
instruments of debate and discussion. Nor is it simply a 
question of having lived without parliament for nearly two 
decades ; the Germans have also missed certain developments 
in democratic government which, in many countries in the 
western world, have only developed in the last ten years. 
The chief of these is a tendency, in all countries where there 
is no strong Communist Party, to move towards a certain 
unanimity in foreign affairs. The notion that the govern- 
ment and opposition ought, if possible, to work together in 
the foreign and diplomatic field has reached its fullest expres- 
sion in the United States, where bipartisanship in foreign 
affairs is almost a principle of government. 


This development has no part in German experience, and 
Dr Adenauer in his dealings with the western powers has 
taken little trouble to carry the largely Social Democrat 
opposition with him. He has made no formal arrangements 
for consultations and discussion, and he ratified the Peters- 
berg agreements without reference to parliament at all. 
Whatever the constitutional rights and wrongs of the posi- 
tion, he certainly showed a considerable lack of wisdom in 
excluding the opposition altogether from a settlement of 
such crucial importance for the future. 


It is possibly this failure to consult parliament that Dr 
Schumacher had in mind when, at the end of a stormy 
debate, he shouted out that Dr Adenauer was the “ Chan- 
cellor of the Allies.” Whatever the intention behind it, the 
propagandist. phrase was entirely mischievous. Dr 
Schumacher’s subsequent behaviour in refusing to retract in 
the slightest these foolish words has added to the growing 
belief that he has neither the calm nor the deliberation 
necessary to be a responsible parliamentary leader. The 
decision to suspend him for what amounts to twenty sessions 
is, however, too savage a censure, for if he is to be absent so 
long, how can he meanwhile accustom himself to parlia- 
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mentary manners? The winning over of the opposition to 
a sense of responsibility in foreign affairs should be one of 
Dr Adenauer’s chief aims ; but at seems unlikely that this 
sentence of banishment will do anything but widen the 
breach between the Christian Democrats and the Socialists, 


* * x 


Black Guards Behind the Elbe 


There is every sign that the Russians are giving parti. 
cular care to building up in east Germany a “ people's 
democracy ” strong enough to maintain its totalitarian charac. 
ter in any future relationship with the stronger and wealthie; 
west Germany. Their supervision of the all-powerful Polit. 
bureau of the Communist Party through Herr Ulbricht shows 
through everything that is said and promised by the political 
spokesmen of the new “coalition” government. The 
tolerated “ bourgeois” parties of Liberal Democrats and 
Christian Democrats find that all criticisms of Communist 
methods are ignored, in particular that only the most informal 
and perfunctory discussion of bills is allowed before they 
appear before the lower house of parliament for unanimous 
approval. 


The high hopes of a real relaxation of Soviet control which 
reigned in October have faded into memories The Soviet 
control commission has reaffirmed publicly that it intends 
to “supervise the implementation of the Potsdam Agree- 
meat,” to supervise Herr Dertinger’s conduct of “ foreign 
policy” and, as regards foreign trade, to “ ensure that 
Germany’s obligations are fulfilled.” General Chuikov has, 
to assist him in his work, not only a political adviser, Mr 
Semenov, but also a specialist on east European trade, Mr 
Semitchastnov. The political role of the diplomatic mission 
to Berlin under Mr Pushkin can be surmised when one recalls 
the role he played until recently as Soviet Ambassador in 
Budapest. 


To brighten these rather bleak prospects, so strikingly 
different from those of the Adenauer government, official 
propaganda from Berlin and Leipzig points emphatically toa 
rosy future with “ undreamt of vistas,” including a “ market 
from Brest Litovsk to Shanghai,” and a Germany which, 
according to Herr Dertinger, is being “ integrated into an 
economic area immune from slumps.” Children all over 
the Soviet zone are now learning the new national anthem 
which ends with the words: “ We must see to it that the sun 
shines again over Germany as never before.” In the same 
category of romantic distraction falls the trade unions’ appeal 
to all eastern Germans to work an extra hour this week, the 
payment for which will provide a tribute for Stalin’s birthday 
three weeks hence. 


There is much in all this which the western Powers can 
afford to ignore ; what they cannot much longer ignore is the 
activity of such men as Dr. Kurt Fischer, the former Spanish 
civil-war commander Wilhelm Zaisser, and the former Ait 
Force general von Weech. There is perfectly good evidence 
that these veteran military organisers will have ready 
by next spring between 35,000 and 40,000 highly t 
and “ politically reliable” men of the SS type. There is less 
reliable evidence that compulsory service for the “ people's 
police ” may be introduced for all men between the ages of 
20 and 40. What is even more disturbing is the possibility 
that these armed “emergency squads” (Bereitschaften) 
already have a staff organisation capable of expansion and 
process of building up its own communications network, 

Doubtless the Russians are doing all this with open eyes; 
doubtless, too, there is some exaggeration in reports of alt- 
fields being handed over to the Bereitschajten. But there i 


no doubt at all that the crucial paragraph three of the Potsdam 
agreement—promising the “ complete disarmament and, 
militarisation of Germany ”—is being ignored. This.Js 4 
matter which Mr Bevin and his fellow Foreign Mimisters 
should raise at the first opportunity with Mr Vyshinsky. 
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Pruning the Information Services 


In the House of Commons this week, and simultaneously 
with the publication of the report of the Committee on the 
Cost of Home Information Services (Cmd. 7836), Mr Morri- 
son announced that considerable economies would be made 
jn the expenditure on home information, some of them as 
the result of the committee’s recommendations. In the cur- 
rent financial year, 1949-50, the estimate of expenditure on the 
home information services is £5,168,050, but actual expendi- 
ture is likely to be nearly £700,000 less than this. Next 

ear, according to Mr Morrison, the estimate will probably 

{1,200,000 lower than this year’s original estimate—that 
is, it will be about £3,968,000. These totals exclude, of 
course, all foreign and overseas information services, and 
the cost of the British Council, whose annual report was 
also published this week. 


These economies, of £700,000 this year and a further 
{500,000 next, are welcome, especially in view of the big 
rise in annual expenditure on home information from the 
beginning of the war onwards, But one can surely ask, with- 
out being accused of treating the Central Office of Informa- 
tion and the information divisions of the various Government 
Departments as a perpetual butt, whether the economies 
could not be much bigger. The provision of Government 
information, in an age when the functions of government 

netrate into every home, is clearly essential. The need 
or Government publicity, except in particular instances, is 
less obvious. Changes in rations and the implementation of 
the national insurance scheme are examples of the need for 
Government information. (But are the Ministry of Food’s 
recipes really necessary ?) The importance of Government 
publicity can be illustrated by the campaign for immunisa- 
tion against diphtheria, 

Even in these particular instances, however, the success 
of the home information services has varied greatly. The 
immunisation campaign has been successful. But how is it 
that even today so many people think that the cost of the 
health service is borne by their insurance contributions ? It 
is hardly surprising, when the Government fails to get the 
right facts in a case like this into people’s heads, that pub- 
licity on the general economic situation should, on the whole, 
have failed to do its job. And when publicity of this sort 
fails, it means that considerable sums of public money have 
been thrown away. The truth is that very little is known 
about effective methods of exposition and persuasion in a 
relatively abstruse field like economic policy. The Govern- 
ment assumed that methods applicable to commercial adver- 
tising would do the trick. They have not, and consequently 
there has been a certain waste of public funds. The 
Committee is, therefore, right to recommend that there 
should be much greater discrimination in the choice of sub- 
jects to which publicity should be given and in the choice 
of media to put the publicity into effect. 


* * * 
Meat Elasticities 


The Ministry of Food’s intentions, as displayed in their 
Current inquiry concerning the demand for meat, are 
Obviously excellent. They are anxious to ascertain “ the 
amount necessary to satisfy public demand under existing 
methods of selling and control of distribution, and under free 
trade.” To that end they are asking the retail butchers for 
One readily ascertainable fact—the percentage of registered 
customers not taking up their whole ration (now increased by 
2d. a week)—and two opinions: What value of meat (within 
the range of 1s. 4d. to 2s. 2d.) would, at present prices and 
quality, satisfy the requirements of all domestic consumers ; 
and what would be the effect if cuts suitable to the business 
could be obtained by every butcher. For the enquiry to give 
the Ministry a reliable picture of what the public really 
wants, the butchers would have to display a miraculous 
insight into the elasticity of demand (price elasticity and 
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income elasticity, economists will note) for (¢) meat in general 
and (b) all different types of cuts in particular. Even so, it is 
far from clear what action would follow. But in an era when 
the superior wisdom of Whitehall in regard to diet and 
almost everything else has acquired the dignity of a dogma 
one must hail with gratitude any evidence that the consumer’s 
Opinion is worth consulting at all. 


The naiveté of this procedure, however, is really staggering. 
By what conceivable reasoning are the butchers supposed to 
reach their conclusions ? In a freely working price system 
it would be possible to elicit from any dealer in a standard 
commodity an intelligent forecast, based on past movements, 
of the results of a small increase or decrease in price. 
it is from the exercise of judgment in precisely this field that 
dealers make their livings. But to ask a body of dealers, who 
for ten years have been denied that light on consumers’ prefer- 
ences which is shed by free price movements, to estimate 
the volume of demand unsatisfied at present prices (which is 
what the inquiry amounts to) is about as near the ultimate in 
time-wasting procedures as bureaucracy can go. 


Direct research among consumers is more promising. It 
is conceivable—just conceivable—that by taking a great deal 
of trouble, plaguing a great many busy housewives, and 
setting up a very large battery of calculating machines, there 
might be obtained data of real value for policy-making. It is 
possible, as witness the achievements of a number of gallant 
unfortunates, to write, paint, and generally manipulate one’s 
environment with one’s toes. But why, with two hands 
available, emulate the armless ? Why, in seeking light on 
the preferences of consumers, boycott the price system ? 


x * * 


Soft Words on Hard Water 


The report of the Committee on Water Softening* is 
packed with information ; useful (“in order to wash an 
article it must first be thoroughly wetted ”); statistical (“ .32 
of a gallon of water a day must be softened for washing and 
bathing ”); or downright incredible (“ within very wide limits 
washing is a desirable habit.”) But even more striking than 
what the report includes is what it omits. No stupendous 
scheme of capital expenditure has been set out with the 
insistence that its immediate implementation is a matter of 
life and death for the community. No monstrous sums are 
demanded as the price of health and security. All is modera- 
tion. Hard water is, on the whole, rather a bad thing ; the 
efforts some authorities have already made to soften it are, 
on the whole, rather a good thing ; when there is some public 
money to spare, the Government should consider whether a 
further elimination of the rather bad by the rather good may 
not be among the projects worth undertaking. Such restraint, 
in these days, is a thing to be grateful for. 


The whole project is permeated with sweet reasonable- 
ness. No prejudice is allowed to remain skulking in its den ; 
all are dragged out and, as it were, scrubbed with the softest of 
water. Hard water and soft water alike are acquitted of the 
charge of being unhealthy. Tea is disposed of in a trenchant 
phrase: “ We do not think that any strong argument for or 
against softening of water supplies can be based on tea.” 
The spirit of dispassionate enquiry has presided over endless 
shaking of soapy water in bottles, solemn tasting of untold 
gallons of tea, minute peering into the furry insides of kettles. 
Would that all prejudices were susceptible to such treatment. 


The chief surviving villain is the wastage of soap which 
hard water involves. It is estimated that it would cost the 
average user of hard water 8s. 2d. per annum—if he could 
get the soap. The tenuous web of hypothesis which supports 
this figure would make a metaphysician green with envy ; 
but it is fair to add that all available data tend to confirm it. 
When the ground nuts finally reach the shores of Britain the 
public will be able to waste soap freely ; will softened water 
by then take the heart out of this long awaited indulgence 


* HMSO. Is. 6d. 
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Arabs and the Clapp Report 


Arabs would not be Arabs if they had no complaints to 
make about the Clapp report on the future of their refugees. 
Their principal objection to it is, naturally enough, that it 
proposes to cut down the number receiving rations from 
940,000, the Secretary General’s estimate of what is necessary, 
to 652,000 on January Ist, 1950. Mr Clapp’s argument is 
that rations are being distributed to 200,000 more people 
than ever came out of Palestine. The retort from Arab 
circles is that plenty of people who did not live in Palestine 
and are, therefore, not strictly speaking refugees, have lost 
their livelihood through secondary effects of the war. They 
advance this argument while ignoring the fact that consider- 
able numbers of Bedouins, who never had much livelihood 
anyway, have joined the queue for free food and that the inter- 
national organisations distributing it say they have been too 
under-staffed to check them. Only the Quakers in the Gaza 
strip have been able to do so effectively. Arab circles also 
point out, with a good deal of logic, that they cannot keep 
their peoples reasonably happy if they are forced to witness, 
or even to organise, better treatment to the refugees than they 
can afford to give to their own indigent citizens. 


If the Arab States are to accept the Clapp report it seems 
possible that the sweetener offered to them may have to be 
more generous. Before they condemn it, or ask for more, 
they would do well to wait for its second part, which deals 
with long-term economic aid to Middle Eastern countries. 
It is possible that his plans will link up, at least so far as 
finance is concerned, with the Point Four schemes which 
the Assembly has already endorsed. 


As the Point Four monies are not lavish and Congress has 
not yet voted the American contribution, it seems clear that 
Mr Clapp should keep two points in mind as he drafts the 
second part of his report. The first is that it should embody 
proposals which will enable the Arab governments to tell their 
peoples that there is some bounty coming to the local poor, 
and that everything offered is not just for the refugees. The 
second is to evolve a long term development scheme that does 
not fall victim to Uno’s tendency to try to achieve a lot in 
a little time by employing a swollen international staff, that 
is cheap to run in terms of international demations, and that 
acquires the funds it needs on a basis of paying dividends 
both to the local government and to the foreign investor. 


* * * 


Economics in Islam 


The first economic conference ever to be held between 
Moslem countries is now taking place in Karachi. The idea 
of holding such a conference was first put forward by Mr 
Jinnah a few weeks before his death. His hope was that 
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Moslem states could help each other a great deal even jf their 
economies are similar rather than complementary. He dis. 
cussed the subject with Mr Ghulam Mohammad, Pakistan’s 
acute and downright Finance Minister, who is one of the 
strongest personalities in the new state. It is to him the 
present conference owes its creation. 


Whether any startling results can be achieved is another 
matter. The meeting is being attended by representatives 
from north Africa, the Middle East, Turkey, Persia and 
Afghanistan. In spite of its huge Moslem population, the 
new Indonesia is apparently not represented. Simul- 
taneously with the conference, an industrial and commercial 
exhibition—of Moslem products—is being staged in Karachi 
and it is intended that both the conference and exhibition 
should become an annual event, taking place in each capital 
in turn. In opening this inaugural meeting the Pakistani 
Prime Minister, Mr Liaquat Ali Khan, urged Moslems not 
to put their faith in either western democracy or Communism, 
He spoke of Islam as a company of strategically placed com- 
munities, of considerable strength, in a world which wanted 
to use their products and their military position. He exhorted 
them to be strong enough to resist pressure from other large 
groups, to develop economic cooperation—beginning with 
banking, shipping and insurance—and to aim at raising stan- 
dards of living through the application of Islamic principles, 


The detailed work of the delegates will be to assemble in- 
formation about the possibilities of greater trade between the 
Moslem countries represented; and some 55 commodities 
have been listed for study. But the wider question behind 
this whole meeting is, as Mr Liaquat Ali Khan’s address 
suggests, whether Pakistan will be able to assume the 
leadership of widely flung peoples who, however much they 
may have in common, have hitherto been more noted for 
their “agreement to disagree” than for any effective co- 
operation. Pakistan undoubtedly has ambitions of this sort. 
If it achieved them, this might not only soothe Karachi’s 
dangerous feeling of isolation in the shadow of India, but 
bring positive good to the Middle East. For the West, how- 
ever, the danger could be that such a group would become 
exclusive and hostile, if treated insincerely and thoughtlessly. 
This experiment in the Moslem world should be watched 
carefully and tactfully from London and Washington. 


* * * 


Two Queues at Lake Success 


The two rival queues of candidates for admission 0 
Uno still show no signs of passing the door. The larger queue 
consists of those states whose claims are supported by @ 
majority of the Security Council but vetoed by the Soviet 
Union ; the smaller consists of those which have Soviet 
support but not that of a majority of the Council. Two 
years ago there was only Italy and Transjordan versus 
Rumania, Bulgaria and Hungary. Since then the lines have 
lengthened, until now there are nine in the one and five 
in the other. Only Burma and Israel have recently suce 
in jumping the queue. 

Few other subjects have been so well aired at Lake 
Success—with so little success—or have been more per 
sistently shuffled between the Security Council and the 
General Assembly. According to Article 4 of the Chartet 
membership is open to all “ peace-loving states” wi 
accept, and are able and willing to carry out, the obligations 
contained in the Charter. But nowadays the word “ peace 
loving ” is interpreted in the manner of Humpty-Dumpty: 
“the question is, which is to be master—that’s all.” A 
majority of the Security Council is firmly convinced that 
Albania, Bulgaria, Hungary and Rumania are not lovers of 
peace. 

The Russians are concerned—quite understandably— 
not so much with the question of suitability as with the need 
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to swell the pitifully thin ranks of their supporters at Lake 
Success. They, therefore, make their approval of the nine 
candidates with majority support conditional on the simul- 
taneous admission of their own candidates. The Soviet 
delegate gave the show away when he stated that his 
Government considered Italy qualified to become a member 
of Uno, but opposed it simply because the Council had re- 
fused to recommend the admission of Bulgaria, Rumania and 
Hungary. 


The veto should clearly not be allowed to apply to the 
election of new members. Britain and the United States 
have already recognised this and have both expressed their 
willingness not to use it when a majority of the Security 
Council favours the admission of any particular candidate. 
In the case of Israel, Britain has already observed this prin- 
ciple. As a last resource the Assembly has decided to 
ask the International Court whether the Assembly may 
elect new members, whether or not they have the blessing 
of the Council. To by-pass the Council in this way may 
be the only way out of the impasse ; but the legality of such 
a move would be doubtful. 


* * * 


Portugal’s Picked Parliament 


With a minimum of ceremony Portugal’s National 
Assembly—the fifth since it was established under the consti- 
tution of 1933, as democratic makeweight to the dictatorship 
—has begun sitting. The deputies are all National Union men 
and over 50 per cent of them are government officials. In 
a pre-election speech on October 20 Dr Salazar lamented 
that the leading figures in business and the professions pre- 


Revolt in Cephalonia 


By recent arrivals from the Ionian Islands, we are put in 
possession of the speech of the Lord High Commissioner 
to the Legislative Assembly of the United States of those 
islands on the 10th ult., and it mentions several matters 
which require to be made known, in order to enable the 
public to form a just opinion on the late occurrences in 
the islands, . . . It is pleasant to find . . . testimony both 
from persons on the spot and persons at home, the best 
calculated to give an opinion on the subject, bestowing .. . 
approbation on the prompt and energetic measures adopted 
by the Lord High Commissioner. Not daunted, too, by 
the apparent ingratitude of those who made his first act 
of clemency a means to provoke a renewed insurrection, 
he is hastening on the work of legislative reform. He goes 
cordially with the Legislative Assembly, in endeavouring 
to frame a constitution which will promote the common 
interest, and make the Ionians prosperous. He is anxious 
to give the Legislative Assembly control over the ordinary 
and extraordinary expenditure of the islands as fully as it 
is possessed by our own House of Commons ; and he pro- 
poses to lay before it a budget for the next two years, and 
take the votes of the Assembly on every item... . 

But while he (the Lord High Commissioner) has put 
down such a vile rebellion with a strong hand, he has 
shown himself sensibly alive to the wants of the country. 
He has hastened to heal the wounds inflicted by violence, 
and promote an increase of health and vigour by a new 
and liberal regime. The public will not tolerate cruelty 
or injustice, particularly in conjunction with a mere policy 
of restrictions to secure persona] or party. objects. Sir 
H. S. Ward is sensible of this, and though he has been 
constrained to act with severity, he has not overstepped 
the bounds of justice, and he has, as soon as possible, 
adopted an enlarged and liberal policy that will insure 
prosperity to all. 
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ferred to stay out, of this debating chamber. H 
again spoke wistfully of his desire for a licensed ome 
offset his cohorts of yes-inen. But the authorities took . 


care in the elections of November 13 to cee that the two 


opposition lists, of four men apiece, at Castel 
Portoalegre were defeated. The Hotrdl-democeane att 
saries of the regime had again, as in 1945, refused to com I 
on the ground that the dice were loaded against them, Inst 
they are reported to have addressed a manifesto to Marshal 
Carmona setting out their grievances. 


The critics complained, with some justice, that the electoral 
registers had remained closed, except immediately after the 
Presidential contest last February—when opposition morale 
Was at its lowest—and that the regime had worked up a pro- 
digious Communist scare ; that the new electoral law issued 
in the first week of October effectively ruled out the non. 
Government scrutineers for whom General Norton de Mattos 
had pressed. The Government also possesses, it is true, wide 
powers to disqualify candidates and voters, which it has not 
scrupled to use. 


The powers of this tame Assembly are certainly restricted, 
It is a Parliament only in a Pickwickian sense. That is to 
Say, it votes year by year in December an enabling law in 
general terms, authorising the coliection of revenue and 
formulating the general principles of the budget. But it may 
not initiate any legislation involving an increase in expendi 
ture or a reduction of revenue. It is also expressly stated 
in the Constitution (Article 92) that laws voted by the 
National Assembly should be confined to a statement of 
general principles. The Government is not responsible to it, 
and Ministers never come before it to defend or explain the 
conduct of their departments. Dr Salazar’s “ Cabinet,” in 
fact, proceeds habitually by decree-laws, which need to be 
submitted to the Assembly only when it is actually sitting, 
that is, four months in the year. Yet this “ Consultative 
Assembly ” has its uses as a place for airing grievances: 
there was a spirited debate on the administration of 
Angola last spring and shortly afterwards another on agri- 
cultural policy. What it does not provide is a vehicle of 
informed opinion which can aspire to control the executive. 
It is not surprising then that Dr Salazar, in his speech of 
October 20, foreshadowed a diminution of its constitutional 
attributes and a transfer of the centre of gravity of the regime 
to the Corporative Chamber. 


* * * 


Honour and Office 


In a leading article in The Economist of last week 
entitled “Honour and Office” reference was made in é 
paragraph dealing with the personal integrity of Ministers 
to the recent imposition of a fine upon a junior minister “ip 
connection with some piece of minor company malpractice,” 
that is as a director of a company which failed to make 
annual returns to the Board of Trade. This referred to Mr 
Patrick Gordon-Walker, Under Secretary of State for Com- 
monwealth Relations, and was justified on information 
publicly available at that time. However, on Tuesday @ 
this week Mr Gordon-Walker made a personal explanation 
in the House of Commons, stating that he was in comp 
ignorance that he was in any way associated with the com 
pany in question, that he thought he had resigned his 
directorship more than three years ago and was then 
the impression that the company was to be dissolved. 

Mr Gordon-Walker made his explanation immediately after 
the hearing of the case, the reference to him in last weeks 
article would not have been made. Now that these 

facts are available it is clear that the offence for wa 

Gordon-Walker was fined was barely even a “minor Com 
pany malpractice” and that even the Victorians would 
somneely have exacted for it the penalty of resignation from 
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Letters to 


Soviet Semantics 


Sir,—The cuphemistic charm of Soviet vocabulary is as 
potent in the purely economic as in the political field, and 
emands an antidote as effective in the one as in the other. 
Nowhere does the need for interpretation press more urgently 
than in the “ underdeveloped areas,” where Point Four aid, 
by provoking an inevitable demand for more, may well have 
a political effect the reverse of that intended, unless the 
recipients appreciate that no economic system—not even that 
of Russia—can perform miracles. Dollars used to build up a 
really forceful publicity service which will not be ashamed to 
use the perhaps unorthodox methods of mass education called 
for amongst semi-literate peoples may prove in the long run to 
have been well spent.—Yours faithfully, 

P. G. POWESLAND 
19 Banbury Road, Oxford , 


Kashmir 


§in—The British press is not usually slow or reticent in 
condemning political immorality. Yet we still await a full 
and frank examination of the “Kashmir incident.” Possibly 
the reason for this omission has been the desire not to antago- 
nise India, but it is not realised widely enough how prejudicial 
to our good relations with Pakistan this conspiracy of silence 
has been. 


The Indian claim to Kashmir rests on the decision of its 
Maharajah to accede to India. She is, however, morally 
estopped from pleading this juridical right by her own actions 
in reversing by force the wishes of the rulers of Junagadh and 
Hyderabad. In these two cases India could and did argue 
that her policy had the support of the peoples concerned, and 
no one seriously doubts that a free vote in the two states would 
have resulted in a very large majority for incorporation with 
India. Conversely, it is common knowledge that a free vote 
in Kashmir in midsummer 1947, or even today, would be 
overwhelmingly in favour of Pakistan. Hence India’s recent 
refusal of a plebiscite controlled by the United Nations, which 
Pakistan accepted. 


For Pakistan it is not merely the impossibility of surrender- 
ing an 85 per cent Muslim majority area: Kashmir is a 
strategic and economic necessity. Strategically, Kashmir in 
alien hands exposes three-quarters of Pakistan’s northern 
frontier. Under Pakistan’s control it gives Pakistan an impreg- 
nable northern frontier in the Himalayas and a defensible 
north-eastern frontier along the Ravi opposite the Pathankot 
tahsil of the Indian district of Gurdaspur. Economically, the 
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the Editor 


ruler of Kashmir controls the waters of the Indus, Jhelum and 
Chenab. Already the Western Punjab has lost by partition 
the canal headworks on the Ravi and Sutlej and the hydro- 
electric station at Jogindanagar, which supplied industrial 
Lahore. It is essential for Pakistan’s irrigation and hydro- 
electric development that she retain control of the other three 
rivers. 


No such vital issue is at stake for India, unless she intends 
to encircle and strangle Pakistan. Her motives appear to be 
a combination of political and perscnal prestige (Pandit Nehru 
is a Kashmiri Brahmin). In these circumstances the uncritical 
attitude of the British press (and the publicity given to Pandit 
Nehru’s recent bellicose press interview) does a great deal less 
than justice to Pakistan, where our “neutrality” is most 
cynically regarded.—Yours faithfully, C. W. M. Get 


P.O. Rex, Rustenburg, Transvaal, South Africa 


The Karens 


Sir,—I cheerfully agree with the collective assessment made 
by The Economist over the past three years of Burma’s true 
position in the scheme of things, though I must deplore the 
petulance with which you dismiss Burma as just a debtor 
owing £30 million to the United Kingdom. 


I write because any increase in the mutual understanding 
between the peoples of the world must be desirable, and the 
Burmese today are rather sensitive to the British press. 
Although its traditions would allow Mr C. F. Grant’s letter to 
be published, the Burmese would tend to regard his ill- 
informed out-of-touch prejudices as the representative opinion 
of the British people. I have no desire to emulate the devotion 
of the Karens :o the West and Mr Grant, but since my grand- 
father, father and mother were educated in England, the 
eldest brother serving under Wingate, another in the RAP and 
myself in the RNVR, I should not be accused of being rabidly 
anti-British. 


The Karens, according to British records, acted as guides 
spies and auxiliaries in the three Anglo-Burmese wars of 
annexation. There can be no moral obligation on the part 
of the Burmese to honour the Karens. The Burmese have, 
however, forgiven all this, and agreed to share their birth- 
rights with the Karens. The Karens were allotted more than 
their proportionate share of scholarships, cadetships, posts, 
sinecures, contracts, etc.; Karens were made commanders of 
the Army and the Air Force. There is no hatred of Karen 
Christians as such, my own nanny, my son’s and those of 
many other Burmese were Karen Christians. 
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Mr Grant by inference defines the rebelling Burmese Com- 
munists as anti-British, Now what would that make of the 
Government and the majority of the Burmese who are fighting 
the Communists ? Perhaps just something that the Karens 
don’t happen to like ? 


Mr Grant says that the Karens helped Wingate. Perhaps, 
but in the combat areas of Wingate’s expeditions, there are no 
Karen villages—what local help he got was from the Burmese. 
He says again, that the Karens rebelled months after the 
Communist rebellion, but according to some of the British 
Sunday papers, who seemed to have been very sympathetic 
and well informed, the Karens had been hatching their plans 
and collecting arms for the previous two years.—Yours faith- 


fully, Maunc Kyan THET 
80 King Henry’s Road, London, N.W.3 


Propaganda for Savings 


Sir—Your note on the above in The Economist of Novem- 
ber sth and the letter in reply from Lord Mackintosh appearing 
in the issue of the following week, if read in conjunction with 
the weekly summaries of National Savings printed by you 
during the past few weeks, draw attention to the serious lack 
of interest by the ordinary citizen in the National Savings 
Movement. 

Is the movement, as at present designed, a spent force ? 
Or is the acute downward drift of net savings in recent weeks 
in the three main avenues of popular investment, viz., Savings 
Certificates, Defence Bonds and Post Office and Trustee 
Savings Banks, due solely to the general anxiety and fear of 
the future which seem to haunt the minds of so many people 
today ? 

As in the business world, advertising propaganda sometimes 
needs radical change of method and direction especially in 
the absence of sellers’ markets, effectively to bring the products 
of industry to the attention of discriminating buyers if the sales 
are to be increased or even maintained. It would appear that 
some such change is needed today in order to repopularise 
savings by the individual both from the self-interest and 
national interest standpoints. In these critical days surely 
the nation-wide appeal should be to save for the security of the 
saver himself and of his country in the hour of crisis ——Yours 
faithfully, Cuas. J. Mitts 


15 Danson Mead, Welling, Kent 


Sm,—While the recent history of small savings is not 
encouraging I think, nevertheless, that more emphasis should 
be placed on the fact that the weekly intake of small savings 
is being pitted against withdrawals from the massive aggregate 
debt accumulated over many years. Much of this withdrawal, 
no doubt, is quite “ legitimate ” for instance, to build or furnish 
a house or for some other capital purpose originally visualised 
by the saver. Whether the Treasury is wise in having such 
an appreciable portion of the National Debt at call is, of course, 
another question.—Yours. faithfully, 


Apert E. Burns 
194 Seacliffe Road, Bangor, Co. Down 


Political Morality 


Sir,—It was with great satisfaction that I read the final 
paragraph of the article in your current issue on “ Honour 
and Office.” It was with corresponding disappointment, there- 
fore, that I read the note “ Labour’s First Shot” on page 1172. 

The earlier part of this note gave me the clear impression 
that you considered the statements and claims in the 
“Speaker’s Handbook” as being, shall we say, less than 
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frank and your comment is “This is, of course, good elec- 
tioneering form.” 


It appears to me that the major cause of the present Political 
bitterness and lack of courageous policy in the face of the 
nation’s difficulties is the current low standard of political 
morality. The public seems to accept with amusement rather 
than indignation the fact that many politicians (there are of 
course brilliant exceptions on both sides of the House) make 
statements which they know or should know to be untrue — 


Yours faithfully, AnprEw R. Davipson 
41 Heriot Row, Edinburgh 


British Biscuits 
Smr,—I agree with the comments of your Canadian corre- 


spondent on British biscuits in The Economist of Septem- 
ber 17th. 


The biscuits are there—in every grocery store, in every hotel 
shopping centre and in spite of being approximately double 
the price of Canadian biscuits (before devaluation) they are 
bought. But they would be bought on an immensely larger 
scale if their presentation were more imaginative. In fact, they 
are concealed in the familiar crinkly paper packages without 
a picture even to reveal the nature of their contents, This 
practice suits the needs of the British housewife, whose grocer, 
if he is not equipped with a line of glass-topped biscuit tins 
along his counter, is only too ready to show her exactly what 
they are like. But most Canadian housewives shop at one 
of the large help-yourself chain stores where everything not in 
a carton or tin—joints, bacon, prepared vegetables, biscuits— 
is packed in cellophane. She helps herself and there are 
neither counters nor assistants. Naturally to her seeing is 
buying. 

When it is vital to step-up dollar earning exports, surely 
British biscuit-makers could devise a means of packing pounds 
and half pounds in cellophane, interlarding the packages with 
crinkly to their hearts’ content to preserve them in transit ?— 
Yours faithfully, DianA MANSERGH 

Little Paddock, Oxted, Surrey 


Doctors’ Pay 


Sir,—Your Note on the subject might leave the impression 
that in the national health service a national capitation fee is 
paid. This is not the case. The highest paid area has a fee 
of 17s. 10d., the lowest one of 14s. 9d. When the Minister was 
recently challenged by Sir Ernest Graham-Little for an explana- 
tion of this apparent anomaly he replied that the difference 
was to be explained by certain prior charges on local “ pools” 
such as the payment of basic salaries, emergency and anasthetic 
fees and that the method of distribution had been agreed by 
the profession. It is difficult to imagine that the original 
negotiators on either side can have envisaged a development 
so glaringly unjust to many practitioners. There is no imme- 
diately obvious reason why the care of a thousand patients in 
one part of the country should bring to the doctor £150 per 
annum less than he would receive in another, with a corte- 
sponding loss of certain superannuation rights. 


The Cornwall Executive Council pays its doctors at the rate 
of 1§s. 6d. per head per annum. Examination of the figures 
shown in the council’s statement issued to all practitioners on 
its list on October rst indicates that even making full allow- 
ance for all the prior charges a further sum of about £25,000 
would be needed to make the gross sum available if we were 
to be paid at the rate of 17s. rod. less these charges. This 
makes the improbable presupposition that there are no prior 
charges whatever in the Shangri-la area in which the higher 
rate is actually paid.—Yours faithfully, 


DonaLp M. O'CONNOR 
Castle Hill House, Launceston, Cornwall 
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Books and 


Dr Schacht Unfolds His Plan 


«Mehr Geld, Mehr Kapital, Mehr Arbeit.” By Dr, Hjalmar 
Schacht. Otto Meissner’s Verlag. 119 pages 


Except that he can express himself briefly, Dr Schacht is 
typical of his country, Even the obsession with his past 
exploits and the wrongs of Versailles which characterise this 
book are only exaggerated forms of a common German 
phenomenon. Dr Schacht’s national egotism provides a 
standard against which to measure the progress that has, 
despite everything, been made elsewhere towards European 
co-operation since Mr Marshall launched his plan. For Dr 
Schacht it is a simple syllogism that Germany is the kernel 
of Europe’s economy therefore it is right for America to 
concentrate upon the restoration of German strength. Not 
content with the unassailable argument that a slum Germany 
damages the interests of all Europe, this reasoning proceeds 
to the conclusion that Germany can claim unique advantages 
now, since the rest will benefit later. 


Dr Schacht takes as his starting point the sacred determina- 
tlon of Germany to regain sovereign rights. He argues that 
the economic path offers the best promise. The main German 
criticism of his scheme is, he says, that it would give the 
Bank of International Settlements some insight into German 
industry. As the man who hid Hitler’s rearmament from the 
rest of the world, he is well qualified to reassure these critics. 
Other Germans with whom he contends are those who argue 
that Germany will in any case soon regain full sovereignty, 
so that there is no call for compromise ; and yet others who 
believe that the quickest way to sovereignty is to assume 
democracy to please the occupation powers. 
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Publications 


It is remarkable that anyone should criticise Dr Schacht’s 
scheme on nationalist grounds. In brief, it proposed that the 
United States should grant an autonomous German department 
of the BIS a thirty-year, interest-free credit, based on the gold 
at Fort Knox, and amounting initially to one billion dollars 
in gold. This would be passed on to German industries, 
particularly those capable of expanding production for export, 
in the form of “ gold talers.” The credits would be repayable 
by the German firms over thirty years, in dollars; but the 
BIS would not withdraw the gold talers as repayments flowed 
in, since the currency should gradually expand until it became 
an international medium. The Bank would use the dollars 
it acquired to repay the Federal Reserve System, which would 
thereupon allocate fresh gold credits to the Bank, 


A vital condition would be, says Dr. Schacht, that the Federal 
Reserve System would undertake to convert gold talers into 
dollars. To critics who forecast that all the talers would land 
up with the Federal Reserve System, he replies that this would 
not matter ; for the system would place the gold talers that 
it converted at the disposal of the BIS once more, and they 
would still be fully covered by the gold held for the purpose 
of the credit in Fort Knox. The BIS would once more pass 
on the gold talers thus received to the German firms in fresh 
credits. Convertibility would, in any case, be essential if the 
gold talers were to become an international currency. 


No dangerous inflation would result, Dr Schacht argues, 
since D-marks would be withdrawn as required and produc- 
tion would expand. On this theme, Dr Schacht speaks with 
the weight of the Reichsbank president who provided the 
financial means for Hitler’s rearmament, which re-employed 
six million German unemployed. Weight is also given to his 
words by the present situation in Germany, where there are 
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over one-and-a-quarter million unemployed, and steel pro- 
duction has been cut owing to lack of internal demand. 


Nevertheless, the scheme is inflationary, that is, it assumes 
that there are idle resources, both of labour and capital, and 
that there is a need for the potential products of these idle 
reserves, which only requires monetary embodiment to become 
effective demand. All these conditions existed in 1933 within 
Germany. The Schachtian inflation then initiated required to 
make sense only within the closed circuit of the German 
economy ; international considerations came in only in so far 
as it was necessary to pay for increased supplies of raw 
materials. Even so it was on this aspect that Dr Schacht most 
nearly failed. He had to go to fantastic lengths of what we 
now call “ Schachtianism” to solve his problem. 


But do the conditions exist today ? There are idle resources 
of labour. Yes. But of the other factors of production? In 
the properly balanced amounts ? Hardly. And, this time, to 
close the circuit and repay the credits, additional goods would 
have to be sold, not internally to an all-devouring state, 
but externally in world markets, indeed, in hard currency 
markets. It would, of course, help Germany, as it would help 
anyone else, to have a large sum of dollars as circulating capital, 
constantly re-lent. But this would not solve any nation’s 
problem unless it can be shown that there are markets—dollar 
markets too—waiting to be filled, as there was one enormous 
mark market in 1933. 


Thus it is doubtful whether Dr Schacht’s master plan (to 
which he attaches a proposal that Germany should be allocated 
an unspecified “empty land” to develop) makes economic 
sense. And it is certainly political nonsense. 


Portrait of a Great Man 


“Horace Plunkett,” An Anglo-American Irishman, By 
Margaret Digby. Blackwell. 314 pages. 15s. 


StR HoRACE PLUNKETT was one of the greatest men of his age. 
Dr W. G. S. Adams says, in the introduction to Miss Digby’s 
biography, that Plunkett was the greatest man he had ever 
known. He bases this judgment on Plunkett’s courage, con- 
sistency, concentration of purpose and unselfishness. Plunkett 
conceived his life work as the attainment of two objectives: 
peace in Ireland and the amelioration of Anglo-American 
relations. These two objectives were interrelated, because 
among the obstacles to Anglo-American friendship were the 
unsettled Irish agrarian and political problems. His record 
of constructive achievement in Ireland is quite remarkable. 
He was largely responsible for the foundation of the Agricul- 
tural Co-operative movement and the Department of Agricul- 
ture which, between them, laid the foundations of modern 
Irish agricultural progress. He believed that the Irish question 
was mainly economic, and that the removal of the agrarian 
grievances would weaken the demand for Home Rule. When 
the course of events convinced him that he was mistaken, he 
became a convert to nationalism and strove, as Chairman of 
the Irish Convention and founder of the Irish Dominion 
League, to find a compromise solution that would avoid parti- 
tion. In his attitude towards Anglo-American relations he 
was almost prophetic. His residence for ten years in the 
United States implanted in him an intense admiration for 
American people and institutions. He seems to have foreseen 
that the freedom of Europe would, in the future, depend upon 
American aid. During the first world war his personal friend- 
ships with leading statesmen in England and the United States 
enabled him to play the part of trans-atlantic interpreter. 
Miss Digby’s biography of this remarkable man, which bears 
the apt sub-title, “ An Anglo-American Irishman,” is competent 
and comprehensive, though not without minor blemishes. The 
reference to “O’Connell’s campaign for Home Rule” would 
surprise an Irish historian ; the account of the foundation of 
The Irish Statesman is inaccurate in one important respect ; 
and the reference to Lord Grey of “ Fallowden” makes a bad 
impression. 
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A Polish Indictment 


“Stalin and the Poles.” An Indictment of the Soviet 

Leaders. By Dr. Bronislaw Kusnierz. Hollis and Carter, 

309 pages. 16s. 

TuIs book, the work of a Polish lawyer with an endors 
preface by the former Polish Foreign Minister, Mr Zaleski, is 
a formal indictment of the rulers of the Soviet Union modelled 
on the indictment drawn up against the Nazi leaders at 
Nuremberg in accordance with principles of international law 
accepted by the Soviet Union for the purposes of the Nurem. 
berg trial. It seeks to show—and it is not difficult to do s 
—that under the three headings of Crimes against Peace, 
Crimes against the Laws of War and Crimes against Humanity, 
Russia has committed against Poland over the past ten years 
crimes similar to those for which the principal defendants at 
Nuremberg were hanged. As regards the Nazi-Soviet pre- 
arrangement of the original attack on Poland, the fact was 
established beyond dispute by the American publication of the 
vital document in January, 1948, and the suppression of that 
document at Nuremberg was the worst blot on the conduct 
of the trial. Other matters covered by Dr Kusnierz include the 
Katyn Forest massacre and the mass deportations from Poland 
in 1940-41. With regard to the latter, which involved the 
removal of entire families to the total of not less than a million 
persons on no charge beyond police registration as “ politically 
unreliable,” Soviet official mentality is sufficiently indicated 
by the following provision (vigorously carried out in practice) 
in an NKVD circular to its branches: 

As the majority of the deported men will be arrested and 
scattered over special camps, while their families will be sent to 
places assigned them in distant regions, the separation of members 
of families from one another must be carried out without any 
warning. 

Such methods no doubt meet with approval in King Street, 
but what is left of the civilised world still regards them as 
atrocious, and even though the perpetrators are beyond the 
reach of justice, it is well to have on record so competent a 
statement of the Polish case against Russia as that which 
Dr Kusnierz has prepared. 


French History 


“France (1814-1940).” A History. By J. P. T. Bury. 
Methuen. 348 pages. 18s. 

Mr Bury’s survey of French history from the abdication of 
Napoleon I to the debacle of 1940 provides an excellent frame- 
work for reflections upon the destiny of modern France. If the 
work possesses the characteristic of indigestibility common to 
all university text-books so that the “average, sensual reader” 
is on the whole happier to put the book down than to take it up, 
it none the less covers a lot of ground with a fair measure of 
clarity. The transition from one field of events to another— 
from parliament to diplomacy, from economics to church 
affairs, literature, art and manners—is smoothly done. 


Especially illuminating are the descriptions of French society 
in 1815, and again a century later, and the account of the bitter 
struggle between Right and Left throughout the life of the 
Third Republic. Speaking of its climaxes in the Boulanger 
and Dreyfus episodes Mr Bury comments: “This clash of 
principles led to an exposure of military justice, but, signifi- 
cantly enough in spite of this . . . it did not provide any 
general demand for a revision of French judicial procedure. To 
the end of the Republic the liberty of the citizen was to remain 
unprotected by any habeas corpus and at the mercy of a police 
endowed with arbitrary powers reminiscent of the Ancien 
Régime.” The pull of abstract principles on French emouons 
remains something of an enigma. To be vitally interested 
politics but not in their results is perhaps less a characteristic 
of present day Frenchmen than of their grandfathers. Yet the 
vision of the République laid up, as it were, in heaven is stil 
more magnetic than the prospect of slow plodding reform. 
There is the story of the visit of a distinguished foreigner t* 
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French Socialist constituency. Mystified by the fact that the 
region was populated almost exclusively by individualist vine- 
growers the stranger inquired what kind of Socialism this might 
ie" Le socialisme?” came the answer “mais ¢a c’est 
Paventr.” 


Latin America 


« Brazil.” By George Wythe, Royce A. Wight and Harold 
M, Midkiff. Twentieth Century Fund. 389 pages. 
$3°50- 


A REVIEWER Of books on Latin America who has also spent 
a good few years there tends to breed an affection for the 
land and a cynicism for the literature. But this book is a 
sober and factual book, supported by a judicious selection of 
statistics and throughout exhibiting a very high degree of 
accuracy. It is, in fact, an excellent book—one of the 
best of its kind which has appeared since the war on Brazil, 
or indeed any Latin American republic. The Twentieth 
Century Fund is an American foundation for research on 
economic problems, and the volume is designed to give the 
facts necessary for a considerable expansion of American 
investment in Brazil. Whether the Council of Foreign Bond- 
holders would take quite the same view of the possibilities as 
does Mr George Wythe is another question. 


Finance is needed in Brazil for what are roughly known as 
public works on contracts awarded by the State or Federal 
authorities. Brazilian frozen credits in Europe may be used 
for some of the necessary equipment, but much will have to be 
bought in the United States, and many technical services will 
be sought from there. That is the main finding of the volume. 


Some of the miscellaneous facts, taken at random, give food 
for thought. Over half Brazil’s population was under 19 years 
of age in 1940, as against one-third in the United States. A 
bag of cocoa from Bahia pays nine taxes before it gets put in a 
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ship. The Ford motor company sold its Amazonian rubber 
plantations to the Brazilian Government for $250,000 after 
having spent some $1§ million on them. Presumably the Ford 
company might have some caustic comment to pass on the 
fanciful legend of the “ untapped resources of the vast interior.” 


Making American Glass 


“The Development of the American Glass Industry.” By 
Pearce Davis. Harvard University Press. London : 
Geoffrey Cumberlege. 316 pages. 32s. 6d. 

THIS, the eighty-sixth of the Harvard Economic Studies, is 

an exhaustive survey of the growth in the United States of 

the four industrial branches of glass-making—the manufacture 
of window glass, plate glass, glass bottles and containers, and 
pressed and blown glass. The ordinary reader will probably 
find that the concluding chapter tells him all he wants to know 
about the subject, and he may be disappointed that there is 
no mention of those specialised aspects of glass-making which 
catch the public imagination, such as the giant lens for the 
new observatory in California or the beautiful Steuben pro- 
ducts. The technician, also, even when his interest is industrial 
rather than scientific or artistic, may regret the lack of any 
account of the important advances made during the last twenty 
years ; the book does not go beyond 1925. 


The study will probably be most valuable to the economic 
historian, since it deals not only with the development of glass- 


making itself from a craft to a highly-mechanised, mass-- 


production industry, but with the growth of the glass workers’ 
unions, a significant chapter in the American labour movement, 
and also with the detailed effects of the tariffs on glass. Here 
is a clear example of how the protection justifiably given to 
an infant industry persists, and indeed is strengthened, long 
after that industry is able to stand by itself, not only on its 
own feet, but also on those of its foreign competitors. 
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AMERICAN SURVEY 





Exploring the Economy 


(From Our American Staff) 


LL the Employment Act of 1946, the Congressional 
Joint Committee on the Economic Report, the legisla- 
tive counterpart of the President’s Council of Economic 
Advisers, is required to study the trend of the national 
economy in general, and the promotion of maximum produc- 
tion, employment and purchasing power in particular. Last 
March, in order to carry out this responsibility, the Com- 
mniitee recommended that a thorough study of investment 
should be made. Congress authorised not only this under- 
taking, but also related studies of monetary, credit and fiscal 
policies ; of low-income families in relation to economic in- 
stability and of unemployment trends and their significance 
in Current economic analysis. Separate sub-committees are 
dealing with these four problems and are supposed to report 
to Congress on December 31st. Whatever the nature of the 
report—and unhappily, the history of the Joint Committee’s 
nal reports is so far one of division along strictly party lines 
—the studies and hearings have been exceptionally interesting 
and the net has been cast very widely. As much as any past 
Congressional inquiry, this one on the stability of the 
economy has had the scope and general interest of a Royal 
Commission. 

Each of the sub-committees has already produced some 
highly worth-while material. In August, well in advance of 
starting its hearings, the sub-committee on monetary, credit 
and fiscal policies circulated two questionnaires. The one 
sent to Officials in government, and quasi-government, 
financial agencies contained not only questions on general 
financial policy but on organisation and procedure within 
their agencies, and on inter-agency relationships: for instance, 
“When there are differences of opinion between the Secre- 
tary of the Treasury and the Federal Reserve authorities as to 
the desirable support prices and yields on government securi- 
ties, whose judgment generally prevails ?” A more general 
questionnaire, sent to bankers and economists across the 
country, was no less searching: for instance, “ What changes, 
if any, should be made in the reserve requirements of member 
banks ? . .. What power, if any, should the Federal Reserve 
have relative to the reserve requirements of non-member 
banks? ” Collected under the title of “ Monetary, Credit 
and Fiscal Policies,” the replies were available to committee 
members before the hearings. They have helped to give 
cohesion to the questioning of witnesses, many of whom 
had submitted full answers to the questionnaires. 


The sub-committee on investment, which Senator 
O’Mahoney, chairman of the entire Joint Committee, is head- 
ing himself, has issued a report on “Factors Affecting Volume 
and Stability of Private Investment,” 235 pages of 
closely printed text and statistics prepared by different groups 
within the government. Its eight major sections deal with 
the depression of the thirties, with investment theory, with 
the sources and uses of investment funds, with the question 
of debt versus equity, with the problems of small business, 
with the effects of taxation, with depreciation, and with 


of varying quality, the report presents a truly vast array of 
information assembled from many sources. 

The review of the big depression helpfully summarises 
variety of views, and concludes on the popular theme of Pro- 
fessors Burns and Mitchell of the Nationa! Bureau of Econo 
mic Research, by saying that “the boom of the twenties 
which culminated in 1929, and the subsequent depression of 
the thirties, when considered together, cannot be explained 
by any single factor... .” The review of theory uses Mr 
Harold Moulton’s “ Controlling Factors in Economic Devel- 
opment” and a quotation from Fortune magazine to star 
the case that consumption determines investment. It relies 
mostly on Lord Keynes and Professor Hansen for arguments 
that investment is the key economic variable, and largely on 
Mr Paul Douglas (now Senator from Illinois and a member 
of the Joint Committee) and the Council of Economic 
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Advisers, to state the prime importance of the relationships 
between prices, wages and profits—in which the degree of 
monopoly is relevant. No conclusion is attempted. 


The section on the financing of investment. after a useful 
summary of national income data on savings and investment 
and of data on sources and uses of corporate funds, examines 
the present situation in some detail. On business equipment 
expenditure, it finds that “ aggregate outlays are well above 
the secular trend . . .” but that “ the backlog of demand which 
existed at the end of the war” has not yet been exhausted 
Despite many assertions to the contrary, equity capital is not 
considered to be seriously lacking, though a variety d 
“ striking changes” in corporate finance are noted. 
business, which makes up 92.5 per cent of US business estab- 
lishments, employs 45 per cent of the country’s workers, 
handles 34 per cent of its volume of business, is found to have 
difficult financial problems arising from poor access to 
markets, from volatility of profits, and from taxation. The 
highly complex problem of depreciation tax pclicy and is 
impact on investment is treated very fully. ies 

The two other sub-committees, on low income families ® 
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relation to economic instability and on unemployment trends, 
have done part of their work together. The former has pro- 
duced a report on “Low Income Families and Economic 
Stability,” which reviews in very considerable detail the 
factors contributing to low income and the circumstances in 
which low income families live, in cities and on farms. The 
latter has issued “ Employment and Unemployment ” which 
describes and assesses the data used for statistical estimates 
of both, and the concepts behind them. Jointly, the two 
committees have assembled information on “ Selected 
Government Programmes which Aid the Unemployed and 
Low Income Families.” 


DistRtIBUTION OF Monty Income oF US Famicies, 1948 
| No, of Families* in Each 
Income Group 


Range of Income | —-—---—- Wisi 
; i 


| As % of 
In Millions Total Number 
of Families 

‘ Da SE ee det, | i 
Sadao 1,000 3) iv. eb didd.d. 4-0 10-6 
BG 5.2 000 oiciin oo puediow enn 5-6 14-5 
Sie ome 5.000... ci cehscew¥ cede 7-9 20-6 
Me S000... ok co bee cp 8-0 20-7 
4000 — 5,000 ..............2,. 5-0 12-9 
5000 — 6,000 ..............2.. 3-1 8-1 
6000 — 7,000 ..........5...%. 1-8 4-7 
7000 — 8,000 ................ 1-1 2°8 
See POOR <n. ckaa- ck kak we 0-6 1-5 
9000 —10,000 ... 2... cc cc ee 0-3 0-8 
Gee wnO0O 066. 2h wiGiai. 1-1 } 2:8 
Bas, INCOMBB. 0.0. p<.a0:0b 40K 38°5 100-0 


* Excluding about 8 million “‘ Single-person families.” 


The information made available in these documents is 
certain to find wide use. Still more important is the amount 
of serious thought which preparation for these hearings has 
inspired in the country’s financial community among, for 
example, officers of large and small banks through the forty- 
eight States ; economists in industry, in government and the 
universities, and government officials, have all made their 
contribution. The preliminary questions have started dis- 
cussions at meetings of trade associations and other business 
gtoups, and encouraged comment in memoranda and in 
letters. Economic theory will always remain mysterious to 
many people ; but these hearings are adding to the number 
by whom the mysteries have been at least tentatively explored. 


Diesels on Rails 


[FROM OUR AMERICAN STAFF] 


Mrz. Jon L. Lewis, leader of the coal miners, has again 
justified his informal title of “the best salesman the diesel 
makers have.” During the latest spell of idleness in the coal 
mines, lasting for six weeks, the Pennsylvania Railroad was 
amongst those which were told by the Interstate Commerce 

ission to take 25 per cent of their coal-burning loco- 
Motives out of service, because coal stocks were dangerously 

As the miners went back to work, for the moment at 
least, the Pennsylvania Railroad announced that it had given 
Orders for 226 new diesel-electric locomotives, to replace 
coal-burning steam engines. 


The shift from steam locomotives to diesels, which turn 
ail into electric power, started around 1929. In that year 
were twenty-two diesel units operating in shunting 
vards. They were humble bits of mechanism, 600 horse- 


1237 


power strong, looking like a shoe box set on a flat car, but 
proving themselves fiexible, efficient and easily handled. 
They did not have to be warmed up before use, they collected 
no ashes which had to be dumped, they boasted no boiler 
tubes to get clogged, worn parts could be replaced without 
retiring them to an engine shed for rest and grooming. They 
looked rather funny and had none of the romantic appeal 
which steam engines have collected, but they were economical 
to run and to maintain. 


In the depth of the depression they caught the eye of a 
railroad genius named Ralph Budd who, noting the loss of 
passenger traffic to the private motor car, the bus and the 
airplane, planned to get it back by making trains as attrac- 
tive as were the newer forms of transport. He went to an 
automobile manufacturer for help and in 1934 he had a light, 
high-speed, four-car train with plenty of “ eye-appeal,” drawn 
by a 600 horsepower diesel-electric locomotive, the first 
to be put to main line working. Thus the motor car was 
married to the railway with all the fanfare of which Ameri- 
can publicity experts are capable. The new train—the 
Burlington Zephyr—made its first run from Denver to 
Chicago, sliding down the eastern slope of the Rocky 
Mountains and across the Mississippi Valley for over a 
thousand miles—a trip for which 26 hours was normal time. 
The Zephyr did it non-stop in half that time, pulling its 
stainless steel cars onto a special stage at the Chicago World’s 
Fair just 13 hours and 5 minutes after it had left Denver, 


* 


The ugly duckling had turned into a speedy swan, and the 
public flocked to see and to ride. The next step was to 
convince railroad men that the diesel was as strong as it was 
fast. American railways cover a varied territory, with the 
high mountains and great plains of the west presenting prob- 
lems very different from those of the narrow valleys in the 
east. The need for speed, strength and endurance had 
traditionally been answered by the building of engines that 
grew heavier as loads increased. Britain’s opposite answer, 
its devotion to trains that were fast and light, seemed unsuited 
to American conditions. Moreover, the traditional railway 
fuel in the United States, as in Britain, was coal. Until Mr 
Lewis’s miners began demanding ever higher wages, coal 
had been cheap as well as abundant, and for many railways 
it provided freight revenue as well as fuel. At first the diesels 
found their best friends near the oil country rather than in 
the stubborn coal regions. 

Not until 1941 were diesels put to handling freight trains 
in the east. That year the New York, New Haven and Hart- 
ford Railroad (a New England railway which covers territory 
between New York and Boston), needing additional motive 
power with which to handle the traffic produced by Britain’s 
war needs, bought 60 diesel engines, each capable of develop- 
ing 2,000 horsepower, or twice as much if run in tandem. 
It now has 298 of them, and expects to have more; 116 of 
these carry double loads, pulling de luxe passenger trains by 
day and mile-long freight trains by night. A table of relative 
costs which this railway compiled during March, 1946, on 
the basis of actual experience, tells the tale. The 678 trains 
pulled by steam were reduced to 662 pulled by diesels. The 





**AMERICAN SURVEY” is drawn trom three 
sources. Articles described as ‘‘ From Our American 
Staff’’ are the work of a small p of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent”’’ or ‘‘From a Correspondent in Ohio" 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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fuel cost was cut by a third, the repair cost by two-thirds, the 
use of pusher engines up heavy grades was abolished, and 
the total cost of the month’s operations cut from $240,000 to 
$128,000. 


The increase in the use of diesels all over the country has, 
to a large extent, been a wartime and postwar phenomenon. 
In 1939 the ICC reported that 639 diesel-locomotive units 
were in service ; by 1945 there were 4,301, and today more 
than 8,000 diesels work the marshalling yards and run the 
main line tracks. In 1948 the Class I roads (that is, those 
which have a million dollars or more of operating revenue 
each year) bought 1,481 locomotives, and of these 1,397 were 
diesel-electric units. Half the passenger traffic and almost 
three-quarters of the freight are today drawn by diesels. 


The cost of replacing so large a share of the country’s 
motive power ia so short a time has not been light. The 
Pennsylvania Railroad’s 226 new diesels will come to about 
$38 million, which means an average of $167,000 apiece. A 
bargain in an 800 horsepower shunting engine can be had 
for only $86,000, but the 4,500 horsepower giants are 
expensive. The financial outlay was met during the lush 
war years by resort to provisions of the income tax law which 
permitted railways purchasing emergency defence facilities 
to amortise the purchase price by 20 per cent in 1943 and 
1944, and by 60 per cent in 1945. This amortisation 
privilege made it possible to buy new equipment at a fraction 
of what it would have cost in normal times. As a result 
many of the railways emerged from the war with their 
motive power in better shape than when they entered it. 


*x 


The competition for diesels among railways was made 
more curious by the competitive situation between the manu- 
facturers. The first shunting diesels were produced by the 
American Locomotive, the Ingersoll-Rand and the General 
Electric Companies in combination. The first main line 
diesel was produced by the General Motors Corporation and 
the Budd Manufacturing Company. During the war the 
entire output of diesel engines by the older group was taken 
by the Navy for submarine and other uses, leaving the 
locomotive field open for exploitation by the General Motors 
Corporation, who were primarily automobile manufacturers. 
This made it possible for them to enlarge their facilities so 
satisfactorily that out of 2,394 diesel electric units produced 
in 1948 by the four companies now making them, 1,322 were 
built by the Electromotive Division of General Motors, 566 
by the American Locomotive and General Electric Companies 
together, 355 by Baldwin Locomotive Works, and 151 by 
Fairbanks, Morse and Company. Generali Motors now 
produces eight each day. 


Steam engines are still being replaced by diesels, though 
not at the wartime and early postwar rate. It would be too 


much to say that replacement will become complete: while | 


many of the replaced steam engines are being cut up for 
scrap, some are being sent to Europe and others will be 
stored by thrifty owners who believe in providing against 
rainy (or oil-short) days. Nevertheless, the keeping of water 
tanks, ash pits and engine-houses in order for a few remnants 
of the old regime is an expensive business and, as the new 
diesel-electric units continue to prove their economic worth, 
the tendency to withdraw entirely from the older system 
becomes more marked. It is a development which could only 
be contemplated by a country possessed of oil supplies in 
great quantity, and convinced of its ability to keep them up 
by whatever means may become necessary. 
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American Notes 


Resignation of a Pioneer 


1949 


The resignation of Mr David Lilienthal from the chair. 
manship of the Atomic Energy Commission is the lates 
and one of the most melancholy, demonstrations of how 
difficult it is for the government to retain the services of 
able men. In the case of the resignation of Mr Clark 
Clifford, one of the President’s aides, a man with thre 
children to educate, the fact that the rewards of Private 
work in the United States are so much larger and mor 
certain than those of public service was the chief factor 
But Mr Lilienthal has spent nearly 20 years in government 
service, 16 of them in pioneering two vast new federal enter. 
prises, the Tennessee Valley Authority and the atomic 
energy programme, and up to now has found the satisfac. 
tions of governmental tratl-blazing compensation, not only 
for niggardly pay, but for a constant barrage of criticism 
and insinuation. A model of the new type of administrator 
required by big government, he will not be easy to replace, 


Mr Lilienthal is leaving during the temporary lull which 
succeeded his exoneration by a strictly party vote from the 
charges of “ incredible mismanagement ” brought by Senator 
Hickenlooper. But the ink of the President’s deeply regretful 
letter of acceptance was hardly dry before Senator Johnson 
—another member of the Joint Committee on Atomic 
Energy—had accused him of a “ nefarious plot” to convey 
atomic information to Great Britain. This diversion js 
accounted for by the Senator’s discomfiture at having him- 
self succumbed to television temptations and divulged to 
the whole world what he boasted at the time were “top 
secret ” atomic revelations. But it is a sample of the virulent 
and irresponsible attacks from which Mr Lilienthal has 
suffered in the past and which he would have had to undergo 
again in June when his appointment would have required 
reconfirmation. 


Mr Lilienthal’s troubles with Congress may be due a 
much, or more, to dislike of the extension of government 
activities as to a suspicion that he treated Congress and its 
instructions with a touch of intellectual arrogance. But ata 
moment when the agreement governing the sharing of atom 
information must be renewed (it expires this month) and 
American policy on international control is being reassessed, 
an administrator who has lost the confidence of a substantial 
minority of Congress has also lost much of his usefulness. 
The risk is that a non-controversial—and_ timid—successer 
may be appointed to appease the critics. 


* 


One of the compensations for the loss of a gifted public 
servant is that Mr Lilienthal, freed of specific responsibil 
ties, will be freer to discuss, and campaign for, certain 
causes dear to his heart: the more rapid exploitation of the 
peaceful uses of atomic energy, the relaxation of excessive 
secrecy, the wider sharing of atomic developments with 
friendly nations, and, perhaps, a revision of the Acheson- 
Lilienthal proposals which formed the basis for the Amencan 
plan for international control of the atomic bomb. 


Mr Clifford’s departure is a more private grief to the 
President and his party. It was, in large part, Mr. Clifford 
who, in the dark summer of 1948, not only convinced th 
President that he should campaign for a Fair Deal, but 
wrote many of the speeches which, by revealing Mr Truman 
in all his homespun humanity, clinched the victory. At 
Department of the Interior, the substitution of Mr 
Chapman for Mr Krug is a victory both for merit 
devotion. An able and sincere official, Mr Chapman oi 
paigned enthusiastically for Mr Truman while Mr Krug 
resigned himself to a Dewey triumph. 
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Passengers on the Railways 


From now on intending railway travellers, if they did 
not join the recent stampede for tickets, will find, in some 
cases, that it is cheaper to go by air, and only half as costly 
if they are willing to put up with "bus travel. The Interstate 
Commerce Commission has granted an increase of 124 per 
cent in passenger rates for railways east of the Mississippi 
and north of the Ohio and Potomac rivers. Fares in this 
area are 44 per cent higher than they were in 1946, and 
50 per cent above prewar rates, Including the 15 per cent 
federal excise tax imposed during the war and not yet 
repealed, fares have reached the record level of 3.9 cents 
a mile. 


Passenger revenues today amount only to an eighth of 
freight revenues; in the days when railways enjoyed a 
near-monopoly of transport they accounted for twice as large 
a share. But a $560 million loss on account of passengers 
in 1948 cannot be ignored by an industry which earned only 
4.2 per cent on its invested capital. Traffic has been falling 
off since the war, but the number of passenger miles carried 
is still almost twice what it was in 1939. The deficit—the 
largest on record—is the result, first, of the steep rise in 
labour costs ; second, of unprofitable handling of mail and 
express shipments ; and finally, of empty trains on many 
branch lines. Here, the worst enemy of the railways is the 
private motor car, whose use is increasing again, after the 
decline during the war, when production was suspended. 
Yet when the railways try to shut down these unprofitable 
services, they are opposed both by their own employees and 
by the communities served, which like to have a stand-by 
service in case of bad weather. 


* 


This fourth postwar increase in passenger rates does not 
arouse universal enthusiasm. The ICC was divided 6 to 4, 
and one Commissioner, Mr Mahaffie, believes that lower— 
rather than higher—fares are the railways’ salvation in their 
struggle with airlines, "buses, and private cars. Railway 
executives themselves differ over the usefulness of the 
increase, though no railway is likely to take advantage of its 
right to refuse to adopt it. A loss of 2 per cent in traffic is 
expected, and a revenue gain of only $37 million compared 
with losses last year, in the eastern region, of over $250 
million. 

One Commissioner has suggested a subsidy, and though 
the word is distasteful, the railways probably would not 
refuse more adequate compensation for carrying the mail. 
It is a sore point with them that the airlines, beside receiving 
handsome mail subsidies, share with "buses and lorries the 
benefit of other government expenditures on highways and 
airports. Mr Sawyer, the Secretary of Commerce, in his 
forthcoming report on transport policy, is expected to 
tecommend co-ordination of all federal transport pro- 
grammes. This might open the way to increases in airline 
and bus charges designed to distribute revenue more equit- 
ably. Mr Sawyer may also recommend studies to determine 
whether the government should impose new charges on air- 
lines, motor carriers and shippers for the federal facilities 


ey use. 
* x * 


Local Cornucopias 


Each November American voters have a chance to speed 
or retard the flow of schools, hospitals, highways, sewage 
systems, voting machines and other amenities which pour 


from the cornucopias of their State and local governments. 
In 1947, they celebrated the end of the enforced niggardli- 
ness of wartime by approving a flood of $1.1 billion in loans 
such projects ; last year the figure was up to $1.2 billion 
year it exceeded $1.5 billion. Voters all across the 
evidently want the welfare state in their own city 

and county halls as well as in Washington. 
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Californians were, however, less lavish than usual last 
month. On second thoughts they modified considerably the 
extravagant pension scheme which they approved last year 
and which endangered the State’s solvency not only by its 
generosity, but by the number of old people which it was 
attracting to the Golden West. The age of eligibility for a 
pension will once more be 65, instead of 63, and the restric- 
tions on permissible independent income will be tightened ; 
about $60 million a year will be saved and, more important, 
control of the details of the pension scheme has been 
restored to the State Legislature. The attack on the “ senior 
citizens,” who were living in excessive comfort at the 
expense of their grandchildren’s education, was led by 
parents and teachers. They even turned the tables by 
obtaining approval for a loan of $250 million for much- 
needed schools in poor districts. 


* 


New York voters on November 8th approved a stock 
issue of $300 million for slum clearance. But New Jersey, 
swimming against the national tide in this as in its choice 
of a Republican Governor, rejected both a public housing 
loan and an ex-servicemen’s bonus. Neighbouring Pennsyl- 
vania, on the other hand, approved a stock issue of $500 
million, a record for this purpose, to give bonuses to all the 
State’s veterans, up to a maximum of $500. It is the 
eighteenth State to provide such gratuities since the end of 
the war ; the total is nearing $2.5 billion and other States 
are thinking of adding to it—as are some members of the 
federal Congress. 


Thirteen States are financing these bonuses entirely by 
borrowing, and it is noteworthy that, of the five bonus 
proposals rejected by the voters, four specified the taxes 
by which the money would be found, instead of comfortably 
postponing the day of reckoning. But the propositions on 
the ballot papers each November seldom contain such direct 
reminders that it is the voters themselves, as taxpayers, who 
must to a great extent refill the horn of plenty which, in 
their alternative roles as beneficiaries, they are so ready to 
empty. It is doubtful also whether the voters realise how 
much more expensive their welfare states will be, in the 
long run, if the cost includes debt charges. 


* *« * 


Roosevelts in Two Rings? 


Mr James Roosevelt, the late President’s eldest son, has 
just, to no one’s surprise, tossed his hat into California’s 
political ring and is challenging all comers for the right to 
sit in the Governor’s chair in 1951. The preliminary rounds, 
within the Democratic Party itself, will be decided in June, 
the finals, against the Republican and any other champions, 
next November. Mr Roosevelt is unlikely to have a walk- 
over in either contest. He has been in traiing in California 
for nearly ten years, a long time by western standards, but 
not long enough to silence suggestions that he is an itinerant 
political boxer. Another weakness is his approval of the 
excessive pensions for California’s old people, which the 
voters have just decided to modify. This will be cited as 
evidence that he is the prodigal son of a prodigal father, 
but it should also mean that the pensioners will be cheering 
—and voting—for him next year. 


A more serious flaw in Mr Roosevelt’s defence is his per- 
sistent pushing of General Eisenhower for the tic 
presidential nomination last year. This the State party orga- 
nisation professes to find hard to overlgok, but the Besincratie 
National Committee has now decided to forget, if not to 
forgive, and to put its money on Mr Roosevelt. His father’s 
name is his greatest strength, but he has also inherited his 
charm and political ability ; his enthusiasm for the Fair Deal 
gives force to his attack in the State with the highest unem- 
ployment in the nation. The Republican Governor Warren’s 
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liberal programme has been blocked in the State Legislature 
by the opposition of his own party, and he is not certain of 
the Republican nomination should he decide to enter the 
fight once again. Furthermore, he lost his reputation for 
invincibility last year, when he failed to win the Vice- 
Presidency, and he also lost the non-partisan disguise which 
in the past has brought him both independent and Demo- 
cratic votes. 

Mr James Roosevelt is the present favourite in the Cali- 
fornia fight for the obvious reason that he is thought to have 
the best chance of winning. This is also why the odds are 
shortening on the chances of his younger brother, Represen- 
tative Franklin D. Roosevelt, being the Democratic champion 
for the New York Governorship next year. He has as large, 
if not a larger, share than his brother of his father’s political 
legacy. His Congressional success proved his vote-getting 
ability in New York City and his recent activities on behalf 
of Senator Lehman showed that he is also attractive to New 
York State : support from both is essential to victory in a 
State election and so far there is no other Democrat in sight 
who has this dual appeal. Mr Franklin Roosevelt has kept 
his hat firmly on his head so far and the White House is 
unlikely to encourage anyone to toss it into the ring for him, 
now that his brother is getting warmed up in California. 
Even Mr Truman could hardly hope to escape from the 
Roosevelt shadow if that shadow became two substances, one 
on each coast, one in each of the largest States of the Union 
—for at last California has more citizens than Pennsylvania. 


* * * 


Kaiser’s Fairy Godmother 


The foundation of Mr Henry Kaiser’s impressive 
reputation as an industrial wizard was laid in 1939, when he 
submitted the lowest bid for cement for the Shasta Dam 
without owning a cement plant. He won the contract, built 
a cement plant, completed the job on time and made a 
profit. With government war contracts and government 
loans, the legend and his enterprises grew to include ship- 
building, magnesium (from which he has now withdrawn), 
steel plants, and aviation. Since the war he has invaded the 
fields of housing, aluminium, steel pipe and, with less success, 
the highly competitive automobile industry. The envious 
allege that the Kaiser magic lies as much in government 
relations as industrial technique ; they felt justified. as well 
as indignant, in October when the Reconstruction Finance 
Corporation, the government lending agency, authorised a 
$44 million loan to the Kaiser-Frazer Corporation, which, 
after a bold beginning that made it, in three years, the fourth 
largest producer of cars, lost $8,000,000 in the first half 
of 1949. 

In the eyes of Mr Kaiser’s less favoured industrial sisters, 
the RFC seems to have adopted the permanent role of fairy 
godmother to his Cinderella ; there is a suspicion that, once 
involved in Mr Kaiser’s complicated, overlapping empire, 
the RFC will have to go on performing miracles of aid. 
murmurs at the latest waving of the wand have prompted 
Mr Kaiser and the RFC to make a clean breast of their 
financial relations. All told, over $250 million of govern- 
ment money has been lent to Kaiser enterprises, though not 
all has been outstanding at any one time. At present, aside 
from the new loan, all Mr Kaiser owes the RFC is $96 
million on account of his Fontana steel plant, which he built 
with government loans during the war. (Not all his per- 
suasiveness and persistence induced the RFC to scale this 
debt down to the nominal sum he desired.) This amounts, 
however, to over 20 ptr cent of all the RFC’s loans to busi- 
ness, and alone makes Mr Kaiser the largest recipient of 
RFC sag Another $54 ae omed, the Penn on 
account of purchases of war including Willow Run, 
where Kaiser ie oe ee é 

The new loan is really two: a short-term one of $10 million 
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to finance the wholesale, but not retail, distribution of Kaiser 
Frazer cars, and $34 million to provide working capital rt 
finance retooling for the new cheaper “ people’s car” the 
company hopes to have in its showrooms next year 
prices, caused by small-scale production and the di 

of securing supplies on as favourable terms as other com. 
panies, have been the corporation’s chief emba 
the RFC hopes the new loans, combined with lower material 
costs, will make the venture profitable again. The RFC is 
authorised to make loans to small business which cannot 
obtain capital elsewhere and to take account of a firm’s con. 
tributions to employment, business stability, and the public 
interest. Kaiser-Frazer is only small in comparison with 
the automobile giants, and to them the new loans smack 
of subsidised competition, particularly at a time when the 
government is pursuing an anti-trust suit against the General 
Motors Corporation. Coupled with the loans to the Lustron 
Corporation, makers of prefabricated houses, they suggest 
to some Senators that the time has come for a close scruti 
of the lending policies of the RFC and tighter drawing of 


the terms of its charter, if not the transfer of its functions 
to some other agency. 


Shorter Notes 


_No new contract for the coal miners had emerged by mid- 
night on November 30th out of the suspense in which their 
leader. Mr John L. Lewis, has been keeping not only 
Washington journalists but also the members of his policy 
committee assembled in New York. At the time of going 
to press the men, taking it for granted that the three weeks’ 
coal truce had expired, were once more leaving the mines, 
with a reluctance which may induce Mr Lewis to send them 
back. President Truman, on holiday in Florida, is apparently 
equally reluctant to carry out his undertaking to invoke the 
Taft-Hartley Act, which would postpone the strike for 
eighty days. 

* 


The trial of Miss Judith Coplon and Mr Valentin 
Gubitchev, a Russian employee of the United Nations, on 
charges of espionage, has been postponed until December 
27th to allow the latter’s counsel to familiarise himself with 
the case, including 9,000 pages of testimony from Miss 
Coplon’s earlier trial. Mr Gubitchev refused to arrange for 
legal aid at first in the fear that doing so would prejudice his 
claim to diplomatic immunity—though this is rejected by the 
court and the United Nations. By a stroke of poetic justice 
the retrial of Mr Alger Hiss, now in its third week, coincides 
with the trial of Mr Parnell Thomas, former chairman of 
the House Un-American Activities Committee. The charge 
is that he defrauded the government by padding his payroll 
and demanding a share of the salaries so obtained ; on the 
third day of the trial, he withdrew his plea of not guilty, and 
threw himself on the mercy of the Court. It was 
House Committee which first unearthed Mr Whittaker 
Chambers, the chief witness against Mr Hiss, whose revele- 
tions forced the government to prosecute the former State 
Department official, nominally for perjury but in fact for 
supplying confidential papers to the Communist underground. 


Combat aeroplanes will no longer be allowed to use the 
National Airport at Washington, D.C., in order to 
against a repetition of the recent collision between @ 

and an airliner, in which all the fifty-five passengets 

ast their lives. In October this terminal, the only civil 

airport serving the capital, handled 13,500 flights ; at) rush 

pastoris there are as many as 33 arrivals and departures cach 
ur. 
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THE WORLD OVERSEAS 





Ruhr Steel and the Future 


(From Our Special Correspondent) 


ITH the decision taken at the Petersberg, and announced 

last week, to reprieve the August Thyssen works and 
six other steel plants, the Ruhr gained its second triumph of 
this fateful year. The first came in August, when the return 
of the conservative Adenauer government removed the fear 
of nationalisation. Now the German steel industry can begin 
to plan with more certainty. 


The picture which the industrialists see around them 
would discourage men with less determination. True, the 
past four-and-a-half years have shown an extraordinary re- 
covery, for which the tenacity and endurance of the Germans, 
managers and workmen alike, are in the main responsible. 
Without this human factor the economic forces, such as the 
currency reform of June, 1948, and the flow of American and 
British relief imports, would hardly have produced the same 
results. From the utter prostration of 1945, the German 
steel industry has worked its way up in 1949 to a position 
where it is the fifth largest producer in the world. If the 
Saar were included in the German instead of French 
economy, Germany would occupy fourth place in the world 
after the United States, the Soviet Union and Britain. By 
the end of this year, western Germany’s total output will 
probably be slightly under 9 million tons, compared with less 
than 6 million tons in 1948. 

So far, so good ; but before the war Germany came second 
to the United States with a production, at the height of re- 
armament, of 224 million tons, the overwhelming proportion 
of which was in what is now Federal Germany. Further- 
more, the steel industry has not recovered to the same extent 
as overall industrial production in western Germany. The 
general industrial index has now reached 92 per cent of the 
1936 level. whereas steel output, after touching 66 per cent 
of the 1936 output in August, fell—owing to a deliberate cut 
—to about 60 per cent in October. The general index reflects 
the fact that many industries that were greatly expanded 
since 1936 are now producing very much more than in that 
year. The steel industry, on the other hand, once Hitler’s 
full armament programme came into operation, was neither 
greatly expanded nor modernised. New plants were mainly 
erected, not in the Ruhr, but in Austria and the comparatively 
“bomb-free ” territories occupied by the Wehrmacht. This 
handicap is one to which the attention of the Ruhr indus- 
trialists has frequently been drawn by investigating American 
steel experts. 


Target for World Markets 


The Ruhr has, therefore, still comparatively far to go 
before it reaches either the general level of western German 
Production, or the permitted maximum of 11.1 million tons 
of ingot steel a year. In these circumstances the main ques- 
tions which the German experts have been studying are 
whether the rise can go on, what production Germany needs 
and, above all, how much can it sell in conditions of world 

Us, 


It is assumed by German steel planners that, sooner or 
later, the limit imposed upon them by the Allies will be 
. This assumption has for a long time past been taken 

a the basis of calculations; and who will maintain that 


German optimism is misplaced ? Technical hindrances to 
a continued rise, such as lack of coal or power, are no longer 
considered serious possibilities. What, therefore, should 
the target be ? In a land of ruined cities and out-of-date 
railways the interrial demand for steel would seem unlimited. 
On this argument the German steel propagandists are accus- 
tomed to base their pleas for production running to 15 or 16 
million tons a year. In practice, however, this potential 
demand is limited by the vast impoverishment of the nation, 
as well as by minor factors such as the lack of skilled labour, 
machines and materials. Since currency reform, consumers 
of steel have been starved of capital. Nothing could better 
point the lesson that steel production is at present limited, 
not by lack of coal or power, dismantlement, decartelisation, 
or demilitarisation, but by lack of effective demand, than the 
fact that the steel companies voluntarily cut their output in 
September and October, because crude steel had outrun 
orders for semi-finished and finished products. In particular, 
the railways, which are by far the largest consumers of steel 
had failed to replenish the order books. 


Rationalisation and US Capital 


If then, the Ruhr cannot sell its present output, why should 
it demand the capacity, and the right, to produce double the 
amount ? Some industrialists, indeed, admit that it would 
be economically more advantageous to work to full capacity 
the 13.5 million tons which was left before the Bonn agree- 
ment, rather than add another 2 or 3 million tons of capacity. 
However, the Ruhr looks at the problem from the point of 
view of Germany’s national strength, in a competitive world 
of surplus steel. That a surplus is coming the Ruhr fully 
realises. In the Organisation for European Economic Co- 
operation the Marshall nations have presented plans for ex- 
panding steel capacity which, according to expert estimates, 
will considerably exceed the world demand in 1952-53. Shall 
Germany enter this race with its feet tied by limitations on 
capacity and production ? The Ruhr is determined that this 
shall not be so. If, as the German industrialists envisage, 
the OEEC evolves into a new international cartel and produc- 
tion is restricted, the figure from which German output would 
be cut must be (in the view of the Ruhr), not 11.1 million, 
but 15 or 16 million tons. A start in this direction has been 
made by the Bonn decision which raised capacity—after 
dismantled works have been “ re-mantied,”’—by something 
like one million tons of iron and steel of various types. The 
Next steps are to secure permission to produce above the 
present limit, and to rationalise production with modern 
equipment in order to meet competition in the export 
markets. Then, should protective barriers in western Europe 
be removed according to the American desires, the Ruhr, a 
cheap producer economically well-situated, could look for- 
ward to the collapse of plans for establishing steel industries 
in such countries as Italy and Norway. 

“ Rationalisation ” was the sign under which the meeting 
of steel technicians known as the Verein der Eisenhiittenleute 
was recently held in Diisseldorf. As in the ’20’s, all the 
skill and energy of which the Germans are capable will now 
be turned on to this campaign. 
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Clearly, however, all plans for modernisation are dependent 
upon the capital being available. So far, the steel industry— 
with its almost worthless Reichsmark capital cut to less than 
a tenth by the currency reform—has helped itself by using 
short-term credits for long-term purposes. The German 
representative in the OEEC has presented an investment pro- 
gramme, though as yet without detailed projects of new plant, 
for scrutiny. The German steel industry—though varying 
in its estimate of the possibility of buying the equipment 
and the number of years needed to procure it—agrees that 
several thousand million D-marks are required for moderni- 
sation. 


A proportion of the required funds will be obtained as 
long-term credits from the D-mark counterpart fund from 
ERP imports, which has risen automatically through de- 
valuation of the German currency ; but the Ruhr is anxious 
to obtain American capital direct. Hopes have faded that 
the US bond issues which financed nationalisation in the 20’s 
will be repeated, and attention is concentrated on efforts to 
secure American investment in new share capital. A model 
scheme of the kind was drawn up by the Vereinigte Stahl- 
werke, and presented by Dr Adenauer to the three Foreign 
Ministers in their November talks in Paris. With the 
mistaken idea that France’s fears would be quietened if some 
of the new shareholders were French, its backers suggested 
French (as well as American and British) participation in 
the Vereinigte Stahlwerke, knowing that the capital would 
have to come from the United States in the first place. The 
idea has, however, met with a chilly reception in France. 
All such proposals are, morever, blocked by the existence 
of o!d foreign debts on which no decision has yet been taken, 
and by Law 75, which prohibits any change in ownership 
until the coal and steel combines of the Ruhr are broken up 
and regrouped. 


Plans for Reorganisation 


Law 75 was first promulgated by the British and American 
Military Governors in November, 1948. No more important 
and controversial economic measure was ever taken by the 
two occupation powers. Partly because it appeared likely 
to Jead to nationalisation of the Ruhr. the law was backed by 
the British, because it was intended to settle the question of 
ownership and clear the way for fresh capital, it was approved 
by General Clay. The French objected outright to the clause 
which granted the German Government the right to decide 
upon ownership of the Ruhr, and they maintain this stand. 
The American bondholders and British “ Standstill ” credi- 
tors have protested against the law, since it disregarded their 
legal rights. (It is now being re-examined with a view to 
clarifying and amending this point.) The Germans viewed 
it at the outset with suspicion, which has in the meantime 
melted. The Ruhr steel industry is now inclined to take the 
Military Governors at their word when they declared the 
object of the law to be reorganisation of the German heavy 
industry upon lines of maximum efficiency. 
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Last September, a Trustee Association of German tech. 
nicians and labour representatives was finally appointed to 
draft a plan of reorganisation. Though the plan will, accord. 
ing to the law, be subject to Allied approval they will have 
a free hand to regroup the decartelised companies combini 
say, a coalmine belonging to one trust with a steel plant he. 
longing to another, so long as objectionable concentration of 
economic power is avoided. What will emerge from the 
work of the trustees cannot yet be predicted. In particular 
it is too soon to say whether the German experts will try to 
reconstruct the system whereby the coal mines were owned 
by the steel trusts, which ran them at a loss in order to sell 
the finished steel products at a profit. The British in Ger- 
many have hitherto contested this system ; and the French 
and Americans are now combined in an attack on artifici 
cheap German coal. German views are divided, but it can 
hardly be supposed that a structure will again emerge such 
as that of the Vereinigte Stahlwerke, a conglomeration of 
largely fortuitously combined interests, which, through one 
subsidiary (the Gelsenkirchen Mining Company) owned 
twenty per cent of the Ruhr coalfield. Two years, however, 


will elapse before the trustees expect to finish their draft 
reorganisation. 


In the meantime, the prevailing uncertainty about the 
ownership of the Ruhr affects the shareholders, the creditors, 
and plans for fresh financing ; but it seems in no way to 
hamper the output of steel. The annual report of the 
Vereinigte Stahlwerke, presented last September, was signif- 
cantly optimistic. Though the operation of ten com- 
panies had been removed from the company, and its plants 
accounted for no less than 80 per cent of the dismantlement 
programme, the report stated that the concern still produced 
1§ per cent of west German steel. 


Nigerians in Committee 


[BY A CORRESPONDENT] 


NOTHING could have been more unfortunate—if only from 
the point of view of timing—than the recent outbreak of 
violence in the coal mines of eastern Nigeria. The actual 
disturbance in the mines, which resulted in the shooting of 
a score of workers, had nothing to do with politics ; it was 
not even, as a Note on page 1224 points out, a straightforward 
industrial dispute. But in Nigeria, any sort of trouble very 
soon takes on a political flavour, animosity is directed against 
the white man, all sorts of old grievances come into the open, 
and—before you know where you are—a major row is on. 


The other unfortunate aspect of this affair is that it 
comes at a crucial moment in the novel constitutional review 
in which Nigeria has been engaged since last March, and 
may well upset the applecart. Only two years ago Nigeria 
inaugurated a new constitution, which had been elaborated 
by the then Governor, Lord Milverton. It marked a good 
step forward, and had the merit of recognising that the three 
strongly distinct regions of Nigeria—north, east and west— 
could not be lumped together. Regional Houses of Assembly 
were therefore introduced, and the regional principle has, on 
the whole, worked very well. But the Milverton constitution 
was tainted from the outset, because it was imposed without 
“consultation.” Dr Azikiwe and some of his colleagues 
refused to take their seats after election, and in 1948 they 
came in a delegation to London to put forward a constitu 
tional blueprint of their own. Although they were re 
and later decided to enter the Legislative Council, it was 
clear that the constitution was not popular. A new Governor 
and Chief Secretary were appointed to Nigeria and a 
that a complete review of the constitution would take place. 
They called on the public to put forward proposals as to how 
this should be done. 
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One of the suggestions made, both in Britain and in 
Nigeria, was that a constituent assembly be called rather 
than entrust the power of constitution-making to an appointed 
committee (as was done on the Gold Coast) who might be 
written off as Government “ stooges.” But it was not easy 
19 discover a practical form for this constituent assembly 
which would be acceptable to everyone. Nigeria is sharply 
divided between the feudal Moslem north (where about half 
the population, some 12 million people, reside and are of 
Hausa stock), and the south, inhabited by the very different 
Yoruba and Ibo peoples who may be Christian, Pagan or 
Moslem. The south itself is divided—bitterly divided— 
between the western Yoruba kingdoms with their traditional 
and powerful rulers and councils, and the Ibo east where 
there is no tradition of chieftainship. Any method of election 
to a constituent assembly which would satisfy the north 
would not appeal to the south, and even between the east 
and the west the divergence of approach seemed insuperable. 
When the matter was evenually brought before the Legisla- 
tive Council last March, all the stress was laid on techniques, 
and the council was asked to appoint a select committee 
which would concentrate wholly on the question of how to 
carry the thing through. 


Four Sets of Proposals 


This select committee, surprisingly enough, reached com- 
plete agreement within a fortnight. It was able to do so 
because it plumped immediately for the regional method of 
discussion. Let the north, it suggested, have its own consti- 
tutional conference, the west its own, and the east its own— 
and Lagos 4s own, too. Then let the four sets of proposals 
come before a central drafting committee to be welded into 
awhole, and only then be brought before a general conference 
of the country, whose members would be elected by each of 
the regional conferences. The suggestion went even further 
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and proposed that, before the regional conferences met, there 
should be discussions in the villages and provinces, and the 
views of all should be taken up to the regional conferences. 


The select committee’s report was approved by the Legis- 
lative Council and the constitutional discussions were imme- 
diately set on foot. For the last few months villages, divi- 
sions, provinces and regions throughout Nigeria have been 
discussing the composition of executives and legislatures, the 
division of power between the centre and the regions, elec- 
toral systems, franchise and reserved powers. The complete- 
ness of the discussion and the general interest aroused have 
varied greatly in different parts of the country. Some dissatis- 
faction has been voiced, here and there, about the composi- 
tion of the regional conferences. Some have said that the 
lead given by Government officials was too strong ; some that 
it was too weak. But in the east and the west and in Lagos 
the composition of the conferences was entirely African, in- 
cluding everyone of outstanding calibre and embracing all 
points of view. In the north many officials participated, but 
that was not objected to. In Lagos, where party strife is at 
its most intense, Dr Azikiwe’s followers (who were out- 
numbered) walked out altogether, but the conference pro- 
ceeded unmoved. 

The three regions and Lagos have now put forward their 
recommendations, and the drafting committee (again all 
African except for three key British officials) is meeting to 
reduce them to a unity. One glance at the four sets of pro- 
posals show the extraordinary complexity of the task before 
it. On one basic point all regions are agreed—they all want 
a federal system of government, allowing each region a 
measure of internal autonomy. But then the trouble begins. 
The western region no longer wants a governor, but a 
governor-general as president of the legislature ; Lagos wants 
a speaker, and a governor whose power of veto has been 
radically clipped. The east and north suggest continuing 
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Clearly, however, all plans for modernisation are dependent 
upon the capital being available, So far, the steel industry— 
with its almost worthless Reichsmark capital cut to less than 
a tenth by the currency reform—has helped itself by using 
short-term credits for long-term purposes. The German 
representative in the OEEC has presented an investment pro- 
gramme, though as yet without detailed projects of new plant, 
for scrutiny. The German steel industry—though varying 
in its estimate of the possibility of buying the equipment 
and the number of years needed to procure it—agrees that 
several thousand million D-marks are required for moderni- 
sation. 


A proportion of the required funds will be obtained as 
long-term credits from the D-mark counterpart fund from 
ERP imports, which has risen automatically through de- 
valuation of the German currency ; but the Ruhr is anxious 
to obtain American capital direct. Hopes have faded that 
the US bond issues which financed nationalisation in the 20’s 
will be repeated, and attention is concentrated on efforts to 
secure American investment in new share capital. A model 
scheme of the kind was drawn up by the Vereinigte Stahl- 
werke, and presented by Dr Adenauer to the three Foreign 
Ministers in their November talks in Paris. With the 
mistaken idea that France’s fears would be quietened if some 
of the new shareholders were French, its backers suggested 
French (as well as American and British) participation in 
the Vereinigte Stahlwerke, knowing that the capital would 
have to come from the United States in the first place. The 
idea has, however, met with a chilly reception in France. 
All such proposals are, morever, blocked by the existence 
of o!d foreign debts on which no decision has yet been taken, 
and by Law 75, which prohibits any change in ownership 
until the coal and steel combines of the Ruhr are broken up 
and regrouped. 


Plans for Reorganisation 


Law 75 was first promulgated by the British and American 
Military Governors in November, 1948. No more important 
and controversial economic measure was ever taken by the 
two occupation powers. Partly because it appeared likely 
to lead to nationalisation of the Ruhr. the law was backed by 
the British, because it was intended to settle the question of 
ownership and clear the way for fresh capital, it was approved 
by General Clay. The French objected outright to the clause 
which granted the German Government the right to decide 
upon ownership of the Ruhr, and they maintain this stand. 
The American bondholders and British “ Standstill ” credi- 
tors have protested against the law, since it disregarded their 
legal rights. (It is now being re-examined with a view to 
clarifying and amending this point.) The Germans viewed 
it at the outset with suspicion, which has in the meantime 
melted. The Ruhr steel industry is now inclined to take the 
Military Governors at their word when they declared the 
object of the law to be reorganisation of the German heavy 
industry upon lines of maximum efficiency. 
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Last September, a Trustee Association of German tech- 
nicians and labour represeniatives was finally appointed to 
draft a plan of reorganisation. Though the plan will, accord. 
ing to the law, be subject to Allied approval they will have 
a tree hand to regroup the decartelised companies combinj 
say, a coalmine belonging to one trust with a steel plant he. 
longing to another, so long as objectionable concentration of 
economic power is avoided. What will emerge from the 
work of the trustees cannot yet be predicted. In particular 
it is too soon to say whether the German experts will try to 
reconstruct the system whereby the coal mines were owned 
by the steel trusts, which ran them at a loss in order to sel] 
the finished steel products at a profit. The British in Ger- 
many have hitherto contested this system ; and the French 
and Americans are now combined in an attack on artificially 
cheap German coal. German views are divided, but it can 
hardly be supposed that a structure will again emerge such 
as that of the Vereinigte Stahlwerke, a conglomeration of 
largely fortuitously combined interests, which, through one 
subsidiary (the Gelsenkirchen Mining Company) owned 
twenty per cent of the Ruhr coalfield. Two years, however, 
will elapse before the trustees expect to finish their draft 
reorganisation. 


In the meantime, the prevailing uncertainty about the 
ownership of the Ruhr affects the shareholders, the creditors, 
and plans for fresh financing ; but it seems in no way to 
hamper the output of steel. The annual report of the 
Vereinigte Stahlwerke, presented last September, was signifi- 
cantly optimistic. Though the operation of ten com- 
panies had been removed from the company, and its plants 
accounted for no less than 80 per cent of the dismantlement 
programme, the report stated that the concern still produced 
1§ per cent of west German steel. 


Nigerians in Committee 


[BY A CORRESPONDENT] 


NOTHING could have been more unfortunate—if only from 
the point of view of timing—than the recent outbreak of 
violence in the coal mines of eastern Nigeria. The actual 
disturbance in the mines, which resulted in the shooting of 
a score of workers, had nothing to do with politics ; it was 
not even, as a Note on page 1224 points out, a straightforward 
industrial dispute. But in Nigeria, any sort of trouble very 
soon takes on a political flavour, animosity is directed against 
the white man, all sorts of old grievances come into the open, 
and—before you know where you are—a major row is on. 


The other unfortunate aspect of this affair is that it 
comes at a crucial moment in the novel constitutional review 
in which Nigeria has been engaged since last March, and 
may well upset the applecart. Only two years ago Nigeria 
inaugurated a new constitution, which had been elaborated 
by the then Governor, Lord Milverton. It marked a good 
step forward, and had the merit of recognising that the three 
strongly distinct regions of Nigeria—north, east and west— 
could not be lumped together. Regional Houses of Assembly 
were therefore introduced, and the regional principle has, on 
the whole, worked very well. But the Milverton constitution 
was tainted from the outset, because it was imposed without 
“consultation.” Dr Azikiwe and some of his colleagues 
refused to take their seats after election, and in 1948 they 
came in a delegation to London to put forward a constitu: 
tional blueprint of their own. Although they were re 
and later decided to enter the Legislative Council, it was 
clear that the constitution was not popular. A new Governor 
and Chief Secretary were appointed to Nigeria and a 
that a complete review of the constitution would take place. 
They called on the public to put forward proposals as to how 
this should be done. 
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One of the suggestions made, both in Britain and in 
Nigeria, was that a constituent assembly be called rather 
than entrust the power of constitution-making to an appointed 
committee (as was done on the Gold Coast) who might be 
written off as Government “ stooges.” But it was not easy 
to discover a practical form for this constituent assembly 
which would be acceptable to everyone. Nigeria is sharply 
divided between the feudal Moslem north (where about half 
the population, some 12 million people, reside and are of 
Hausa stock), and the south, inhabited by the very different 
Yoruba and Ibo peoples who may be Christian, Pagan or 
Moslem. The south itself is divided—bitterly divided— 
between the western Yoruba kingdoms with their traditional 
and powerful rulers and councils, and the Ibo cast where 
there is no tradition of chieftainship. Any method of election 
to a constituent assembly which would satisfy the north 
would not appeal to the south, and even between the east 
and the west the divergence of approach seemed insuperable. 
When the matter was evenually brought before the Legisla- 
tive Council last March, all the stress was laid on techniques, 
and the council was asked to appoint a select committee 
which would concentrate wholly on the question of how to 
carry the thing through, 


Four Sets of Proposals 


This select committee, surprisingly enough, reached com- 
plete agreement within a fortnight. It was able to do so 
because it plumped immediately for the regional method of 
discussion. Let the north, it suggested, have its own consti- 
tutional conference, the west its own, and the east its own— 
and Lagos 4s own, too. Then let the four sets of proposals 
come before a central drafting committee to be welded into 
awhole, and only then be brought before a general conference 
of the country, whose members would be elected by each of 
the regional conferences. The suggestion went even further 
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and proposed that, before the regional conferences met, there 
should be discussions in the villages and provinces, and the 
views of all should be taken up to the regional conferences. 


The select committee’s report was approved by the Legis- 
lative Council and the constitutional discussions were imme- 
diately set on foot. For the last few months villages, divi- 
sions, provinces and regions throughout Nigeria have been 
discussing the composition of executives and legislatures, the 
division of power between the centre and the regions, elec- 
toral systems, franchise and reserved powers. The complete- 
ness of the discussion and the general interest aroused have 
varied greatly in different parts of the country. Some dissatis- 
faction has been voiced, here and there, about the composi- 
tion of the regional conferences, Some have said that the 
lead given by Government officials was too strong ; some that 
it was too weak. But in the east and the west and in Lagos 
the composition of the conferences was entirely African, in- 
cluding everyone of outstanding calibre and embracing all 
points of view. In the north many officials participated, but 
that was not objected to. In Lagos, where party strife is at 
its most intense, Dr Azikiwe’s followers (who were out- 
numbered) walked out altogether, but the conference pro- 
ceeded unmoved. 

The three regions and Lagos have now put forward their 
recommendations, and the drafting committee (again all 
African except for three key British officials) is meeting to 
reduce them to a unity. One glance at the four sets of pro- 
posals show the extraordinary complexity of the task before 
it. On one basic point all regions are agreed—they all want 
a federal system of government, allowing each region a 
measure of internal autonomy. But then the trouble begins. 
The western region no longer wants a governor, but a 
governor-general as president of the legislature ; Lagos wants 
a speaker, and a governor whose power of veto has been 
radically clipped. The east and north suggest continuing 
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with a governor. The north insists that the number of repre- 
sentatives on the central legislature from the west and the 
east should together not exceed the number from the north 
—this is, of course, not agreed by the others, Lagos going so 
far as to say that each region should have an equal number 
of representatives, irrespective of population. There are 
strong differences about the number of officials who should 
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’ Bight of 
Bern 





be allowed seats on the legislature—the north would have all 
the governor’s principal technical advisers, the west only 
six, and Lagos would have none unless they are members of 
the board of ministers. There are also wide differences of 
opinion as to the electoral system—the north wishes to con- 
tinue the present system, the west talks of electoral colleges, 
the east of election from divisions, insisting that the basis 
of representation be the same throughout the country, and 
Lagos suggests election on a provincial basis. The north 
would give the franchise to male adults of 25 years or more, 
resident for three years; the west and Lagos mention tax 
qualifications ; the east adult suffrage. All, except the north, 
want a secret ballot. 


Split Between North and South 


The proposals for the central executive differ equally 
widely. The north sees it as an advisory body only, with a 
powerful official element and an unofficial majority selected 
by the governor. The west, on the other hand, speaks of a 
responsible federal cabinet consisting of a governor-general, 
a prime minister and ministers elected by the federal parlia- 
ment. The east envisages an executive, consisting of gover- 
nor, six officials and twelve elected members appointed by 
the governor ; and Lagos calls for a governor and a board 
of ministers of ten, including seven Nigerians elected by the 
central legislature from among themselves. But perhaps 
the most exciting controversy will arise over the north’s 
financial proposals ; it calls not only for the receipt of the 
full amount of the direct taxes collected in that region, but 
wants a share from other Nigerian revenues and even from 
imperial grants and loans on a per caput basis—which would 
mean that almost half the total funds of Nigeria would be 
devoted specifically to the north. 


The drafting committee is now grappling with all these con- 
tradictions, and the difficulties, particularly with the north, 
have been formidable. The problem has, in fact, been to 
prevent a complete split in the country. The east, too, which 
mainly stands behind Dr Azikiwe, has been restive. Zik has 
resented from the start that his own 1948 blueprint, the 
freedom charter, was not adopted, and it will be remembered 
that many of his supporters boycotted the constitutional con- 
ference in Lagos. The hoped-for compromise is to go before 
a general conference of 53 Africans under a British chairman 
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in January ; and the plan is for the final recom ions to 
be debated, first in the regional houses and then in the legis. 
lative council before submission to the Governor of Nigeria: 
only then will it be submitted to London. F 


It is at this moment, with the drafting committee jn the 
thick of its attempts to bring together a host of conflicting 
viewpoints, that a state of emergency has had to be called 
and the country plunged into a new political crisis, Jt jg 
extraordinarily bad luck for the many Nigerians—sincere 
nationalists themselves—who have devoted themselves to the 
constitutional review ; and a bad setback for sorely-tried 
officialdom. 


More Trouble in Argentina 


[FROM A CORRESPONDENT IN BUENOS AIRES] 


MountinG labour demands for higher wages in Argentina 
refiect the fact that Perén and his advisers are still without 
a policy for the country’s economic ills. After four years of 
lavish promises and benefits to the workers and grandiose 
expenditure on state development projects, Argentina finds 
itself without the means to buy goods from abroad, unable 
to face foreign competition in the home market and in con- 
stant danger of pricing itself out of world markets. 


When Sefor Miranda disappeared from the stage last 
winter, even the novices who took his place recognised that 
Argentina’s condition called for major surgery. A brutal 
reversal of inflation was the overriding necessity, and to be 
effective it had to be accompanied by firm resistance to the 
political temptation to raise labour costs. The collapse of 
the sellers’ market has made such action unavoidable, but 
meanwhile the regime refuses to face facts and prefers instead 
to jump from one stopgap expedient to another. 


Since the summer, when most of the food subsidies were 
jettisoned because the state trading monopoly, IAPI, could 
no longer scrape together the required funds, labour has 
become more and more restive. Workers have demanded 
increased wages, and these have usually been granted—those 
to railway and other transport workers alone ran into 
astronomical figures. Employers have been unable to afford 
the new increases, and on many occasions the Government 
has reluctantly been forced to step in and pull a new rabbit 
out of the hat. Current labour disputes involve the pharma 
ceutical trade and the flour, meat-packing and sugar 
industries. 


Firmer Line with the Workers 


The prevailing labour unrest springs not only from the 
pressure of rising living costs ; it is in great part the result 
of government labour policy in the last few years, which 
encouraged the workers to believe that wage increases could 
always be had for the asking and that production was 4 
secondary consideration. Constant stoppages, together with 
a mounting rate of absenteeism reduces production and thus 
contribute their quota to the inflationary spiral. 


When at the beginning of October, the Minister of Indus- 
try and Commerce announced that the prices of certain 
consumer goods would be frozen, he also stated that 00 
wage-freezing policy was contemplated. But of late the 
Government has shown a tendency to take a stronger line 
in dealing with fresh wage demands. Whether this indicates 
any real change of policy remains to be seen, since previous 
reluctance to grant wage demands have in the long ma 
given way to political considerations. Perdn’s cabinet 18 
composed of conflicting elements pulling in opposite direc- 
tions, and in the end the various forces neutralise other. 
The result is a deadlock and the matter is taken for decision 
to a high level, where Mrs Per6n’s influence—a very poteal 
one—is invariably against any resolute stand on the 
issue. 
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In fact, given the financial policy adopted by the Argentine 
Treasury, spiralling wages have become inevitable. It was 
widely suggested that in abandoning the 25 per cent gold 
and foreign exchange backing of the currency, the regime’s 
object was not only to keep within the letter of the Central 
Bank’s charter, but, with this statutory embarrassment 
removed, also to set the stage for further monetary expansion ; 
and nothing in the record of the present government gives 
any reason to suppose that it will neglect this opportunity to 
further its political ends. At the time when the gold-backing 
clause was suspended in September, the argument invoked by 
the government economists was that present-day conditions 
and modern economic theory called for the freeing of cur- 
rency from the ball-and-chain of gold so as to secure a 
greater degree of flexibility. Flexibility, indeed, has been 
the one prevailing characteristic of Argentine monetary policy 
since the present regime came to power. But the flexibility 
has been all in one direction—that of further expansion. 
The note issue stood at 2,830 million pesos at the end of 
1945 and by September 15th of this year had risen to over 
8,000 million pesos. Gold and foreign exchange holdings 
fell over the same period from about §,700 million pesos 
to 1,677 million pesos. Current holdings are, however, 
largely fictitious, since they include credits granted to Spain 
and other countries which are unlikely to be repaid. 


Hand-to-Mouth Trade Policies 


In the sphere of international trade the behaviour of the 
Argentine Government shows the same hand-to-mouth 
methods as those employed on the domestic front. What 
was needed from IAPI under present circumstances was an 
aggressive selling campaign abroad ; instead it now appears 
to be floundering in a jungle of exchange rates which might 
well confuse even the ingenious Dr Schacht. With few ex- 
ceptions, export prices since devaluation last month have 
been raised, particularly against sterling area buyers. 


In part the explanation is that government officials are still 
living in the phantasy world of 1947 when sellers’ markets 
were the only markets. It is probable, too, that domestic 
events are an important consideration in trade policy. One 
motive behind the price changes lies in the desire to window- 
dress IAPI’s balance sheet at the end of the year by writing 
up peso assets and thus presenting a more attractive picture 
to offset the large sum owing to the banks. At the end of 
1948 IAPI’s debt to the banks was 6,496 million pesos and it 
is probably much higher now. 


The effect of the new prices on the working of the Anglo- 
Argentine Trade Agreement is obvious. Britain is not bound 
to buy if prices are not suitable. But if Britain does not buy 
from Argentina, the Agreement is so much waste paper. 
Argentine policy since the pact was signed has given serious 
grounds for doubting if, in fact, there was ever any intention 
on the part of the Perén government to implement it. IAPI’s 
new prices can only give further grounds. At every point 
the Argentine policy-makers appear to be ramming their 
heads not only against a brick wall but against the same 
brick wall—the crippling discrepancy between the country’s 
needs and its resources. Nowhere is this clearer than in the 
field of imports. The nation is in urgent need of imports, 
both of capital equipment and even more, of consumer goods. 
A normal inflow of consumer goods would help to check 
tising prices, an operation which is beyond the administrative 
talents of the local enforcement authorities. But at the same 
time the Government dare not permit a recovery in imports 
for two reasons: industrial unemployment at home would 
inevitably follow since Argentine industry is in no fit state 
to withstand foreign competition, and, in the second place, 
the nation’s reserves of foreign exchange are rapidly reaching 
the point where they are barely adequate for conducting day- 
to-day business. 


Perén, a professional soldier turned politician, understands 
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little of economic affairs, though this fact does not prevent 
his making use of pseudo-economic jargon when addressing 
his followers. He has the added advantage that since his 
government turned the face of the economic barometer to 
the wall over a year ago by suppressing official statistics, 
figures quoted by him are usually the only available ones. 
But as a politician, he is undeniably astute. And if his 
policy has lost him the support of the middle class, that only 
provides an additional incentive to conciliate at all costs 


both Labour and the Army, either of which might unseat . 


him. Right-wing nationalism and proletarian class-war can, 

however, be uneasy bedfellows. It may well be that Perén 

ve soon be confronted with the need to choose between 
em. 


Canada’s Constitutional 
Changes 


[FROM OUR OTTAWA CORRESPONDENT] 


WHEN the British Parliament in 1867 enacted the British 
North America Act giving effect to the union of Canada 
(including what is now Ontario and Quebec), New Bruns- 
wick and Nova Scotia, it left the new Dominion with a 
federal system demanding a clear division of powers between 
the federal and provincial governments. More than 60 
years later, when it was sought to give legal form to the 
independence of the Dominions, Canada found itself with 
no machinery of its own to replace the British North America 
Act. To fill this need, it was provided in the Statute of 


Westminster that: “ Nothing in this Act shall be deemed 


to apply to the repeal, amendment or alteration of the 
British North America Acts, 1867 to 1930, or to any order, 
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rule or regulation made thereunder.” Since then, therefore, 
Canada has had to continue to go to Westminster whenever 
it wanted to change its constitution, 


There have been eleven such applications since 1867, but 
no rule has ever been laid down either in Canada or at 
Westminster about the method to be used. It has in fact 
been done by joint addresses of the two Houses of the 
Canadian Parliament, sometimes with, but more often with- 
out, consultation with the governments of the provinces. 
Whatever was done was open to criticism, and was usually 
criticised. 

This position led to the curious anomaly that while certain 
provinces might feel that the necessity of going to West- 
minster provided some guarantee of their rights, there was 
in fact no “ prescribed legal protection for the fundamental 
provision of the Constitution.” The words quoted are 
those of Mr St. Laurent, the present Prime Minister. He 
has been much criticised, particularly in his own province 
of Quebec, for stating some years ago that there was nothing 
to stop the Federal Parliament from asking Westminster 
to abolish the right to use the French language. He was 
perfectly right, but it was a fact that few people wanted 
to face. 

This is one of the things which has introduced an emotional 
element into the constitutional problem. The people of 
Quebec have no affection for the United Kingdom which 
would make them want to live under the government of 
Westminster. On the contrary, they are traditionally sus- 
picious of all imperial ties ; but the very remoteness of the 
Westminster parliament and the Judicial Committee of the 
Privy Council provided some feeling of security about the 
provisions of the British North America Act which safeguard 
French-Canadian rights. However little legal justification 
this feeling had, it has been competing with a growing 
conviction that Canada should take responsibility for its 
own constitution, and that appeals to Westminster, whether 
for legislation or judicial decisions, should stop. Mr. St. 
Laurent’s government, with an overwhelming majority, is 
at last tackling the question. 


No Appeals to the Privy Council 


The first move is to get Parliament to pass an amendment 
to the Supreme Court Act making the Supreme Court of 
Canada the court of final resort and abolishing all appeals 
to the Judicial Committee of the Privy Council. The power 
of the Federal Parliament to do this has been upheld by 
the Judicial Committee itself. Next, the Federal Parliament 
is sending an address to Westminster asking for the British 
North America Act to be amended by the insertion of a new 
clause as Clause 1 of Section 91, which enumerates the 
powers of the Federal Parliament. This move has been 
opposed by opinions which range from the extreme “ com- 
pact theory” of the Premier of Quebec and others to the 
more cautious attitude of the federal Conservative party, 
which holds merely that it would have been wiser to consult 
the provinces first. (The “compact theory,” which the 
government refutes, is the theory that the British North 
America Act gave expression to a compact between the 
participating Canadian colonies which cannot be altered 
without their consent. Neither legally nor historically is it 
easy to support, but it has its passionate followers.) 


The new clause which Westminster is being asked to 
insert will give the Parliament of Canada the right to amend 
the Act in everything except three classes of subjects. The 
Government originally proposed two exceptions, but later 
accepted a third proposed by the small Socialist party called 
the Co-operative Commonwealth Federation. The first 
is “ matters coming within the classes of subjects assigned ex- 
an to the legislatures and the provinces.” The second 
is “rights or privileges by this or any other constitutional 
act granted or secured to the legislature or government of a 
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province, or to any class of persons, with respect to 

or as regards the use of the English or French language.” The 

third exception provides that Parliament must meet every: 

year and that it shall not prolong its own life beyond five 

years except in “ times of real or apprehended war, invasion: 

- insurrection,” and then only by a two-thirds vote of the 
ouse. i 


The government’s basic assumption, as Mr St, Laurent. 
explained, is: ee 
that there is a line (between federal and provincial jure. 
diction), but that it would not be fair for us (the Federal. 
Government) to attempt arbitrarily to draw that lines We: 
shall have it declared in general terms that we have: the 
power to deal with the things that are on our side of the lines 
If it is felt that we attempt to do anything which anyone. 
feels crosses the line or impinges on something that is. 
outside our jurisdiction, there will be the courts to decide. 
whether we are right or wrong. - 


The courts, it must be added, will no longer mean the 
Judicial Committee, but the Supreme Court of Canada. 


Consultation with the Provinces 


The Federal Government and Parliament have gone thus 
far on their own. But the final step in transferring the 
Canadian constitution to Canada demands consultation with 
the provinces. A Dominion provincial conference will meet 
in January to deal with the whole class of subjects in which 
both federal and provincial governments have an_ interest 
Most crucial of these, perhaps, is the division of taxing 
powers, but there is also the whole field of subjects covered 
by the phrase “ property and civil rights,” which as a result 
of a series of Privy Council decisions now covers a very wide 
range, including labour legislation and social security. Juris- 
diction over these is assigned to the provinces. Before the 
Federal Government could institute a scheme of unemploy- 
ment insurance, for example, an amendment had to be sought 
to the British North America Act: it was made in 1940 
after all the provinces had given their assent. A similar 
procedure might be necessary before the Federal Govern- 
ment could start a contributory old age pension scheme on 
a national scale. If agreement is reached at the conference, it 
will take one more Address to Westminster to transfer the 
whole of the Canadian constitution to Canadian hands. At 
the same time it will become possible to provide fundamental 
legal guarantees of provincial, language and education rights 
which are not guaranteed now, simply because it has never 
been agreed who shall have the power to ask Westminster 
to change them. 


The prospects of agreement, however, do not look good. 
M. Duplessis, the Premier of Quebec, is promising intransi- 
gent opposition to all that the Federal Government is doing, 
and telling his followers that the rights of the French- 
speaking province are endangered. It is fortunate, indeed, 
that the Federal Prime Minister is a French Canadian and 
that he has the support of nearly all the Quebec members of 
the Federal Parliament. This gives the Government the 
opportunity to take action which, had it been taken by 4 
Government headed by an English-speaking Prime Minister 
(even one so sympathetic as Mr Mackenzie King), might 
have evoked a cry that the English-speaking majority was 
trampling on the rights of the French-speaking minority. In 
the existing circumstances such a cry will be difficult to raise, 
and it is clearly the conviction of Mr St. Laurent’s goveri- 
ment that if M. Duplessis is too intransigent they will be 
able to appeal to the people of Quebec over his head and 
perhaps even break his hold on the provincial government. 


(The British North America (No. 2) Bill, which gives 
Canada the power to amend its own constitution, was due to 
have its second reading in the House of Commons en Friday 
this week.) 
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In two darning needles 
lay...words 


ELEGRAPHIC communication became possible in 1837, 

but at first messages could be sent only by Morse code. A 
Welshman, David Edward Hughes, a Professor of Music living 
in the United States, sought to invent an electrical apparatus 
that would transmit typed messages. One evening in 1855 he 
borrowed two darning needles from an old lady and began to 
use them as vibrators . . . Thus was born the telegraphic 
type-printer — the forerunner of the modern teleprinter. 


The inventive spirit of Hughes is still alive in Britain today. 
The electricity industry, for 
instance, is continually de- 
veloping new appliances which 
increase the output of our 
factories and farms and make 
life easier in the home. On the 
electricity supply side, too, 


marvels are bei 
eing done to The Electrical Development 


Overc . , Te . 
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What has engineering to do with breakfast ? The answer is in 
the modern provender mill. Maximum production of meat, 
milk and eggs and the breeding of healthy beasts demand 
scientific livestock feeding ; what is right for fattening pigs is 
wrong for store cattle, and the diet that gets the most work out 
of horses will not get the most milk from cows. The cheap and 
efficient manufacture of scientifically balanced rations, cattle 
cubes, poultry pellets and so forth for animals of all types— 
breeders, growers, fatteners, milkers and workers—sets many 
specialised engineering problems in plant design and equipment. 
Henry Simon Ltd are the world’s leading firm of provender 
milling engineers, and in a dozen or more countries, from 
Britain and Europe to Australia and South Africa, Simon 
provender milling machinery is helping the farmer and stock” 


breeder to feed a hungry world. 


One of many ways in which the Simon Engineering 
Group serves the fundamental needs of civilisation, 
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THE BUSINESS WORLD 





Rail Charges and Efficiency 


HURSDAY’S debate was intended to provide an 
occasion for the public audit of the work of the 
British Transport Commission in 1948, but it turned 
inevitably into a review of the reasons which have led 
the Commission to seek an increase in railway charges. 
It is less than two years since the Commission took up 
their duties, so there was plenty of scope for the familiar 
criticism that nationalisation is a guarantee of higher 
costs, higher prices, and lower efficiency. If the issues 
affecting transport were as simple as this, there would 
be far less to worry about. The point of real importance 
is that the Commission, being confronted with a large 
deficit, may be diverted from their long-term job of 
making transport efficient by the immediate exigencies 
of having to pay their way. 


British Transport’s predicament was described in 
The Economist last week. Briefly, railway takings are 
£.7,500,000 down, with eight weeks of the year still to go. 
This suggests a fall in traffics of at least {10 million. 
A deficit several times greater than the {4,733,000 
recorded in last year’s accounts was already clear from 
these figures. On Monday, the Minister of Transport 
disclosed that the Commission’s activities as a 
whole are likely to show a net deficit of more than 
£20 million ; the estimate for 1950 might be as high 
as {30 million, and of course the deficits for the railways 
alone would exceed these net losses. 


The Commission’s views on the widening gap between 
revenues and costs were set out at length in the 1948 
report, and were examined in The Economist of 
September 1oth. Briefly, they argued that a general 
increase in railway charges was excluded because it would 
bring no net benefit to railway traffics and revenues “ and 
would tend to increase costs of production.” On the 
other hand, it would be intolerable if the railways had 
to pay more for wages and supplies and were not allowed 
to increase their charges. The Commission were evi- 
dently thinking in terms of a selective increase, and one 
which came close to matching the increase in railway 
costs since 1939 with the increase in prices and costs 
generally. 

The terms of the application which the Commission 
have made to the Minister for authorisation to increase 
charges for merchandise by railway and dock and 
canal dues do not pursue these principles very strictly. 
The Commission are seeking an increase of one-sixth in 
the existing level of railway freight and merchandise 
rates by goods and passenger train. This increase, if 
granted, would raise the general level of railway freight 
rates from 155 per cent of the 1938 level to 181 per 
cent. According to an estimate given by the Minister 
of Transport on Monday, the weighted average of the 
railways’ costs is now 220 per cent of the prewar level. 
An increase of 81 per cent in freight rates (passenger 
charges are to be kept at 55 per cent over the prewar 
rates) will be thoroughly unpopular: it will without 


question increase the level of industrial costs ; it wil] 
set in train consequential increases in the prices of coal, 
steel, farm produce, and any number of staples and indus- 
trial products. Yet, on a bare comparison of rai 

charges and railway costs, the increase which is being 
sought cannot be called rapacious. That an application 
was not made earlier must have been due largely to the 
fact that the Commission were preoccupied with the 
problem of settling in and acquiring their road interests, 
and the Railway Executive with the prob!em of answer- 
ing union claims for increases in wages which were 
hopelessly beyond the earning capacity of the railways, 


* 


But it will not do to brush aside this increase as if 
the railways are fully justified in increasing their charges 
in conformity with increases in the general level of costs. 
Mr Barnes came near to expressing this point of view 
when he contrasted the §5 per cent increase in charges 
with the 120 per cent increase in costs. It was not, he 
said, a question of efficiency, but of brutal fact. This 
argument is quite inadmissible. It is very much a ques- 
tion of efficiency ; the increase in charges to which the 
Commission are entitled is not any predetermined figure 
based on costs in other industries, but the lowest increase 
which, coupled with the maximum of efficiency, will 
enable them to fulfil their obligation to meet all their 
proper revenue charges, taking one year with another, 
to retire their debt and to set up a general reserve fund. 


Here lies the danger of an application for increased 
charges at this formative stage of the Commission’s 
work. Its success or failure is bound up with the 
reformulation of transport charges for different classes 
of railway traffic and for road haulage. Two years were 
allowed in the Transport Act for the complex task of 
working out charges schemes; already the Minister 
has had to use his power of extension for a further 
two years (to August 1951) and it is doubtful whether 
the task will be completed then. Charges are indeed 
the key to effective integration ; but schemes cannot be 
worked out in a hurry, much less before experience has 
been gained in road haulage operation. But the applica- 
tion which is now before the Minister has nothing to do 
with integration or the dovetailing of different forms of 
transport to provide the most efficient service. It 3 
frankly designed to get the Commission out of a hole— 
to find another £27 million in 1950 (if the Mimister 
is prepared to sanction the increases from January Ist) 
towards meeting the expected £30 million deficit. 

This explains why the application is being dealt with 
under the transitional provisions on charges which apply 
until charges schemes are in force. Section 82 of the 
Transport Act provides that 

The Minister may . . . if he thinks it expedient so to d0 
with a view to ensuring a sufficient revenue to the Com- 
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mission . . . by regulations authorise the Commission . . . 10 
make charges additional to those in operation under 
(statutory) provision : 


Provided that before making any regulations ... the 
Minister shall consult with, and consider the advice of, the 
permanent members of the Transport Tribunal, acting as a 
consultative committee. 

It is not clear whether the members of the Transport 
Tribunal, acting informally in this way, would hear 
representations from traders in public, as they did in their 
former capacity as members of the Railway Rates 
Tribunal, nor whether their advice to the Minister is to 
be published. Mr Barnes has expressed the view that the 
consultative committee “ will no doubt think it desirable 
to consult with such representative bodies of traders as 
they think fit and take their views into consideration.” 


x 


The question, then, turns on whether the consultative 
committee will limit their review to the formal applica- 
tion which the Commission have made to the Minister 
and to the comments on that application which are made 
by “representative bodies of traders” or whether they 
will range more widely into considerations of efficiency 
and competition in transport. The Transport Tribunal, 
when formally constituted, have the full authority of a 
Court of Law, but the transitional provisions set out 
above suggest that when the members form a consulta- 
tive committee, they will be acting as advisers rather 
than in a full judicial capacity 


This is a point of substance. In the first place, there 
is no body, unless it is the Transport Tribunal, which 
can pronounce upon the question whether the Com- 
mission and the Executives are efficient—as the Railway 
Rates Tribunal used to pronounce, after being duly satis- 
fied, upon the efficiency of the railways before the war. 
There are several signs of improving efficiency on the 
railways——the wartime bloat of staff is being reduced, 
and the movement of goods traffic is being more 
economically handled. It would be less than fair to the 
railways to ignore the steady improvement in operating 
efficiency which the monthly statistics reveal. But they 
are far less efficient than they ought to be. A deficit has 
at least some negative value as a spur towards greater 
eficiency and economy. But complacent agreement to 
wipe out a deficit by increasing charges would do infinite 

in removing that spur. The Commission are, in 
effect, asking for the full deficit to be made good, with- 
out first proving beyond doubt, that it is impossible for 
them to do anything to help themselves. They appear 
to hold that, despite the economies which are being made 
now and can be expected in the future, operating results 
as a whole will show no improvement. 


This is defeatism. Indeed, it is worse ; it is a failure 
to give a convincing account to the public of the reasons 
which prevent any improvement from within. How fa: 
are the troubles of the railways due to their inability to 
go out after traffic because the Commission are exercising 
control in detail instead of control in principle? To 
what extent do they arise from the over-addiction to 
“functional” management.on the Railway Executive 
itself 2 How far have costs been increased by the cen- 
ualisation of services at the Commission, with the result 
that they are increasingly concerned with day-to-day 
aflairs at the expense of being diverted from their proper 
duty of laying down broad lines of transport policy ? 
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December 


December is balance month. The last few days of 
the year make heavy demands upon the staff of the 
bank, for every account must be “ balanced” and 
checked. Modern office methods, involving the 
use of mechanized book-keeping systems and of 
photographic records in accountancy, have reduced 
the time spent in searching for the proverbially 
elusive penny, but even so, hard work by every 
officer is required at “ balance time’’. ‘You will 
soon have an opportunity of studying the balance 
sheet of the Midland Bank; it is clothed in con- 
ventional form, but behind its figures lies the story 


of great achievements by customers large and small. 


MIDLAND BANK LIMITED 
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What advantage has been gained from splitting off the 
Docks and Hotel Executives, and what additional costs 
have been incurred ? Questions such as these are the 
very stuff of efficiency. Can the Commission claim that 
their activities, either direct or delegated to the Execu- 
tives, are being run with maximum efficiency ? 


There remains, finally, the question of competition. 
It has never been possible to quarrel with the wo.: 
used by the Commission or the chairman, about the 
“C” licence. The Commission’s report observed 
that the increase of “‘ C ” licensed vehicles “ is a cir... 
stance which vitally affects the policy of the Commission 
in planning, in fixing charges and in the eventual inte- 
gration of their services.” This might mean that the 
number of “ C ” licences would be taken into account in 
reaching decisions on these matters ; or that steps might 
be taken to curtail their number. Sir Cyril Harcourt, 
the chairman of the Commission, stated several months 
ago that he did not approach the problem of the “C” 
licence in a mood of despair or in a threatening attitude ; 
his instinct was to accept the challenge of competition 
from the “C” licence and “see how we come off.” 
This shows a proper attitude, for the preservation of this 
element of competition in transport is quite vital to the 
public interest. It is not a view which is widely shared 
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by Labour supporters, and an increase in charges wil] 
reinforce the demand for curtailment from these 
quarters. It must be strenuously resisted. 


This application for increased charges, therefore, js 
the first test of the Commission’s behaviour towards 
the public and of the Minister’s ability or willi 
to protect the public interest on an issue which involves 
the monopoly powers which Parliament has given to the 
Commission. It is not sufficient to seek an increase in 
charges merely on the evidence of a deficit. The question 
which has to be answered is: What factors determine 
the size of the deficit? Many of them are beyond the 
Commission’s control; to that extent there is a good 
case for granting an increase in charges, on the ground 
that railway charges are unduly low in relation to costs 
generally. But those factors which are within the Com- 
mission’s control are more important than either the 
Commission or the Minister has yet been disposed to 
admit. Unless this line of distinction is carefully drawn, 
the public will be over-charged, the Commission and 
their Executives will remain less efficient than they ought 
to be, and a damaging precedent will have been created 
which will inevitably affect the scientific working-out of 
the charges schemes which the Commission have a duty 
to prepare. 


The Sterling Balances 


HE overseas sterling balances are probably the most 
persistent enemy of external confidence in sterling. 
Every foreign banker, merchant or politician who seeks 
to assess the position of sterling looks not merely at the 
profit and loss account—that is, at the current balance of 
payments—but at the balance sheet. And in the latter 
his eyes fasten on two items: the overseas liabilities pay- 
able on demand on the one hand, and the available cash 
reserve on the other. Britain’s sterling liabilities, on 
the latest available evidence, amount to about £3,200 
million ; the gold and dollar reserve, even when written 
up in terms of devalued sterling, amounts to only about 
£500 million. How can there be confidence in a banker 
whose financial position looks as precarious as this ? 


It is easy to impugn the logic behind this argument. 
A great part of these sterling balances is not in fact 
payable on demand, but is immobilised. There is no 
immediate and direct link between these liabilities and 
the gold and dollar assets held in the sterling area’s 
centralised reserve. The main backing behind these 
sterling balances is not the gold reserve but the produc- 
tive and exporting power of Great Britain. Unfortu- 
nately, however, these refinements of the argument tend 
to be ignored or discounted abroad, where the massive 
burden of sterling debt is currently regarded as a mill- 
stone around the neck of sterling, a source of strain on 
the economy of Britain, and an important contributory 
cause of the recurrent crises in this country’s balance 
of payments since the end of the war. 


In cold fact, there is much to be said for this view. 
The sterling balances accumulated in the abnormal 
circumstances of the war have admittedly been liberated 
on too generous a scale. These balances touched the 
immoderate figure of £3,700 million at the end of 1946 ; 
they were down to. £3,233 million by the middle of 1949, 
and if interest is added to repayment it would seem that 


Britain has paid out some £§50 million on these debts 
in two and a half years. This rate of service, and the 
consequential volume of unrequited exports which it has 
financed, has played a large part in maintaining high- 
priced, soft currency markets for British exports and 
in thus diverting resources which should have been 
employed in filling the gap in the hard currency balance 
of payments. 


It is, however, one thing to acknowledge this fact ; but 
quite another to believe that anything spectacular and 
heroic can now be done to tackle the fundamentals of 
the problem—as distinct from exercising a vigilant 
control over current releases. The time for any spec- 
tacular action was immediately after the end of the war. 
Then it might conceivably have been possible to have 
drawn a line across every overseas sterling account and, 
waving aside contractual obligations in the heat a 
fervour of victory, to have informed Britain’s sterling 
creditors that, while any new accumulations of sterling 
would be freely expendable (subject to existing exchange 
control) balances acquired before VJ Day would be made 
available only after specific negotiations. Even in 1945; 
however, any such procedure would have 
immense strains and difficulties. 

The balances differed very widely, in the character 
both of their growth and of their ownership. Some 
arose largely from military expenditure, incurred with 
the usual wartime disregard for cost accounting. Others 
were the product of normal commercial transactions, 
many of them conducted at prices dictated by 
the British authorities and iving the Pope 
of what might have been the full fruits of their 
sales abroad. in, some of the balances were 


almost exclusively by the central banks and currency 
authorities of the countries concerned, and were thus 
in the form necessary for any scheme of agreed 
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cancellation and funding ; whereas others were held in 
thousands of individual private accounts and would have 
defied any equitable measure of centrally negotiated 
immobilisation or cancellation. Even at that time, more- 
over, any attempt to immobilise accumulations of sterling 
might have dealt a serious blow to the trade of countries 
which depend on their sterling balances for working 
capital. In other words, even in 1945 a spectacular attack 
on the problem of sterling balances might easily have 
caused political frictions which would have done far 
greater harm to Britain and the sterling area than the 
good to be extracted from any equitable reapportion- 
ment of liabilities incurred in a common cause. 


a 


This was probably also the only moment at which any 
attempt to shift some of that burden on to the shoulders 
of other countries—notably, of course, the United States 
—could conceivably have had any chance of success. In 
some of the conversations which preceded the Bretton 
Woods Conference the American expert, Mr Harry 
White—author of the plan for a Stabilisation Fund 
from which the International Monetary Fund was sub- 
sequently spawned—had suggested that ways might be 
devised of transferring to such a fund a part of the burden 
of these exceptional debts accumulated by Britain. Mr 
White and his colleagues at the US Treasury saw clearly 
enough that the weight of these debts would put such 
an intolerable strain on sterling that there could be no 
question of its early return to complete convertibility with 
the dollar—a return for which all American officials most 
earnestly hoped. 


It has been argued that Mr White’s proposal never 
had much realism behind it. Even at the time it was 
made, the United States was showing the greatest 
difidence in committing itself to a generous treatment 
of its postwar creditors. When the time came, in 1945 
and 1946, it responded fittingly to the need of the 
hour and the Lend-Lease slate was wiped clean. But 
it is doubtful whether any US Administration in 1944, 
even that of President Roosevelt, would have found it 
possible to persuade the American public of the equity 
and advantage involved in their taking over a part of 
Britain’s wartime monetary obligations. On the other 
hand, it is still true that no attempt was made at that 
time by British representatives to pick up the ball which 
had been thrown, perhaps half-heartedly, into their court. 
That was still a period when the postwar economic 
potential of Britain was being viewed through rose- 
coloured spectacles, when the burden implied by these 
debts was being minimised or was regarded merely as 
a useful guarantee of the maintenance of full employment 
in Britain. At that time, too, there was a school of 
thought in this country which strongly resented the 
slightest intrusion by any foreign country or international 
institution into the domestic affairs of the sterling family 
—this school indeed is not dead yet. Whatever may have 

the reasons, and whoever was to blame, the fact 
remains that the tentative proposal to shift and redistri- 
bute the burden of these debts was never followed up. 

American interest in the problem became evident 
once more in the American Loan negotiations of 1945. 
The same theme of convertibility of sterling ran through 
this renewed interest. The United States experts rightly 
judged that there could be no hope of restoring converti- 
bility of sterling within a year of the loan agreement 
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unless the greater part of the abnormal sterling balances 
was immobilised or cancelled. This belief found expres- 
sion in those clauses of the loan agreement which speci- 
fied what treatment should be meted out to the balances ; 
part should be cancelled, part should be funded, and part 
liberated for expenditure in any currency area in the 
world. Britain signed the Loan Agreement, but it has 
done very little to implement this particular part of it. 
It is true that attempts have been made in negotiations 
with individual creditors to immobilise a part of their 
claims in so-called No. 2 accounts. Arrangements are 
now in force involving such immobilisation, subject to 
agreed releases, with no less than nine countries—Brazil, 
Ceylon, Egypt, India, Iraq, Israel, Pakistan, Sweden, and 
Uruguay. But the laxity of these agreements may be 
gauged from the fact that during the first nine months 
of this year the sterling releases to these nine countries 
amounted to £206 million. It is quite clear that any 
continuation of releases on this scale would undo much 
of the good that may be derived from the Government’s 
domestic disinflationary measures—such as they are. 
The Chancellor of the Exchequer has in fact accepted 
the principle that these releases must be considerably 
curtailed—and his announcement has already brought 
in a flurry of complaints from the creditors concerned. 


* 


The September negotiations between the United 
States, British and Canadian Finance Ministers raised 
yet another hope of the partial shifting of this burden to 
wider shoulders than those of Britain alone. The com- 
munique issued at the end of these triangular talks stated 
that this problem of sterling balances, “including the 


necessity to provide capital goods for development,” was 


discussed by the experts of the three governments and 
that it had been agreed that this was one of the subjects 
which concerned countries other than Britain and would 
require further study. It is just possible to read into this 
communique a readiness on the part of the United States 
and Canada to bear a share of the burden of these debts. 
It might conceivably be done through the participation 
of those two countries, the United States in particular, 
in the development of under-developed countries under 
President Truman’s “Point Four Programme.” It is 
conceivable, too, that if the dollar were called in to 
redress the injustice represented by these balances the 
creditors might be more willing to accept some scaling 
down of their claims. A dollar in the hand might be 
worth more than twice as much as blocked sterling in the 
bush. It would, however, be unwise to pin undue hopes 


on the prospects of such a deal; the problem is much 
more likely to remain the sole responsibility of Britain 
and its creditors. 


If this is so, there are many reasons why Britain should 
hesitate in seeking any spectacular solution. The first 
of these reasons is that any such solution would have to 
be generalised. This would be necessary to avoid the 
appearance of unfair discrimination between the various 
creditors. It would, however, probably be impossible— 
and it would certainly be undesirable—to apply uniform 
treatment to the balances accumulated here by, say, 
Australia, Palestine, India and Eire. 

Secondly, any solution that would involve the definite 
funding of a large part of these debts would probably 
entail the payment by Britain of an appreciably higher 
rate of interest than the 4 per cent per annum which 
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is now being paid on the bulk of the balances. Given 
Britain’s present difficulties, the yearly outgoing on this 
indebtedness is more important than the total debt 
which the books may show to be outstanding. 


‘A third reason for not seeking a spectacular and 
generalised solution is that the rigid releases, whether in 
sterling or in the form of hard currency allocations, which 
must go with any funding agreement might have some 
drawbacks. They would commit Britain to specific, 
defined obligations, and thus sacrifice the elasticity of 
the present arrangements. That elasticity has admittedly 
been abused. There have been excessive releases at a 
time when the British economy and the interests of the 
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sterling area as a whole would have required them to be 
minimised. But there is something to be said in favou; 
of intelligent elasticity, of leaving matters in as fluid 
position as possible. 

The arguments for and against a frontal attack on the 
sterling balances therefore seem to lead to the unheroic 
conclusion that there is not much case now for doj 
anything about them other than to reduce the rate of 
release. The Chancellor of the Exchequer has promised 
that he will do so. In this, as in all the other “ con. 
sequential measures” to underpin the position of 
devalued sterling, it remains to be seen how far his inten- 
tions are translated into action. 


Business Notes 


Master of the Market ? 


Sir Stafford Cripps must feel well satisfied with the 
results of his speech last week-end at Bristol, for his inter- 
vention has worked almost as well in the gilt-edged market 
as the winks, nods and bullyings of his predecessor. Indeed, 
at many points his words more or less paraphrased the 
familiar speeches which Dr Dalton was wont to make on 
the “true value” of gilt-edged securities. They were, 
admittedly, a little more polite—the financial commentators 
did at least earn the description of “these portentous and 
serious writers,” whereas they were formerly described as 


“ persons not of representative quality, given to irresponsible 
babblings.” 


Sir Stafford was right to claim that the Government was 
justified in stepping into the market three weeks ago ; the 
narrow markets at that time were vulnerable to quite moderate 
genuine and speculative selling, and showed obvious signs 
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of rapid demoralisation. Given such market conditions, 
equally modest intervention was bound to produce results 
as s as the previous descent. So, by the middle 
of this week, the gilt-edged market as a whole stood almost 
exactly where it did on the eve of devaluation. “ Daltons ” 
were then yielding £3 10s. 9d. per cent ; after falling to a yield 
basis of £3 17s. 3d., they have now recovered to £3 10s. 3d. 
per cent. The shorts and the ten-year stocks are, indeed, 
standing higher than they did on September 16th before 


devaluation, and there are only a few pence between the 
yield comparisons over the past eleven weeks in such long. 
dated issues as 3 per cent Savings Bonds, 1965-75, Transport 
Stock and even Gas Stock. 


The Chancellor’s view of the market prospect has obviously 
played a major part in this week’s further recovery: 


I hope now there will be no recurrence of the fall, for 
there is no reason whatever in the financial or economic 
facts which could in my view justify even the present low- 
level of gilt-edged securities. 


But it will not have escaped his notice that the advance in 
gilt-edged has also been associated with evidence of a 
improvement in Conservative prospects at the general 


. election, and with the fact that a Socialist Government has 


been defeated at the polls in New Zealand. And the improve- 
ment has occurred despite his distinctly cool references to the 
gold and dollar reserves—the forecast, again repeated, that 
at the end of June next year the reserves “should not be 
lower” than they were at the end of September, coupled 
with the statement that it will take “years” to build up the 
reserves to a safe level. 


Naturally, the improvement has been welcome to those 
institutions which in the middle of November were obviously 
concerned about the appearance of their end-year balance 
sheets, and to the underwriters of the unsuccessful South 
Africa issue, which has improved to 4 discount. It also 
provides encouragement for the success of the Port of London 
Authority cash-cum-conversion operation, which still remains 
open. But the great question mark still hangs ovet 
the market. Is the Chancellor now effectively in charge? 
He has produced no evidence for his opinion that 
gilt-edged should go higher; under present conditions 
the mere fact that he holds and expresses such an opinion is 
enough for the market to do a good deal of work for him. 
Perhaps already the recovery has gone far enough to exhaust 
his powers of moral suasion. 


* * * 


Political Economy in 1950 


One reason for the strength of the gilt-edged market this 
week has been the well-merited interest widely aroused by a0 
article, signed by Messrs C. F. Carter and R. C. Tress, 0 
the latest “ Bulletin ” of the London and Cambridge Econo- 
mic Service on Britain’s economic prospects during 
coming year. Summarised press comment has na 
emphasised the conclusion drawn in this survey that. the 
Government’s economy measures are a good deal less inade 
quate than the harshest criticisms have suggested. The 
indeed the drift of the argument, but on a careful scrutiny ¢ 
the whole article the grounds for optimism which it seemed 
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to offer prove to be much less substantial than has been 
widely supposed. 

Rather unexpectedly in an analysis which comes from 
academic circles, the whole approach is inspired by what 
the authors regard as political “ realism,” so that the recom- 
mendations are mainly such as might be feasible within the 
existing compass of Government policy. Thus, although the 
article admits that maintenance of the present level of em- 
ployment is possible only in a “ prosperous and static” com- 
munity, the policy it advocates presupposes that 


a tentative deflation, creating some transitional unemployment 
while trying all the while to minimise it, is the strongest 
policy one can reasonably expect. 


Moreover, no allowance is made for the need for “ incen- 
tive” relicfs in taxation. The survey’s verdict on the Gov- 
emment’s programme is, therefore, to be tested against this 
“limited objective °—indeed, the limit may have been even 
more narrowly drawn, so as to exclude even transitional un- 
employment. Beside this objective, the Government’s pro- 
gramme is judged to be “ somewhat, but not gravely, inade- 
quate.” It is considered that 


if the action already taken were moderately extended, and 
backed by a higher rate of interest and by evidence of 
Government determination, we might, in 1950, achieve a 
precarious balance without excessive encouragement to price 
and wage increases, and without more than reasonable 
transiticnal unemployment. This wil] not of itself stop the 
wage inflation . . . but it might hold it within reasonable 
bounds. 


Yet, even if these conditions are fulfilled and if the policy 
succeeds thus far, the consequence would be merely that the 
dollar position would be “ just manageable.” In other words, 
Britain might for twelve months avoid recurrence of another 
dollar crisis—but would do so with reserves “ quite inade- 
quate to secure us against any large decline in United States 
activity.” and in the knowledge that “ any present precarious 
balance is only ours because of Marshall aid, the closing date 
for which draws frighteningly near.” 


* 


In short, the apparently optimistic tone of this survey lies 
on the surface only. Indeed, if the “ Bulletin” is “ realistic ” 
in its assessment of the scope for further economies—which 
it expects to be needed “ at the 1950/51 Budget or before” 
—the prospect is surely at least as sombre as the most gloomy 
commentators have predicted. It believes that an extra 
{50 million or so might be saved on Defence and that 
£25 million might be secured from administrative economies 
(on which the Government “appears to have made a good 
first attempt”). But, in the opinion of those responsible for 
this survey, these minor savings seem virtually to exhaust 
the scope for feasible economy. It is actually argued, indeed, 
that, so far from there being any scope for reduction in sub- 
sidies, the Government might have done better to increase 
them ; that an extension of the principle of charging for 
National Health Service prescriptions could not yield much 
revenue without injustice, and that “it will be difficult 
enough to prevent further increases in the Health Service 
estimates ”: that it will not be “tolerable ” to save much on 
cash Social Security payments ; and that it will be difficult 
to keep educational costs down. In short, if there is to be any 
Tetrenchment, it must be found within the investment pro- 
gramme—and, in this direction, the “ Bulletin” shares the 
general doubts about whether the Government’s intentions 
will in fact be made really effective. 


All of which Igoks like a formula for keeping the whole 
economy frozen almost solid in its present shape. This may 
be “realism ”—if by that is meant devising a policy which 
Will cause no affront to cherished political beliefs. But it is 

a prescription for collapse as soon as trans-Atlantic sub- 
ventions end. 
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The Engineering Wage Claim 


The largest of the wage claims to have arisen since the 
White Paper on Personal incomes was presented this week 
by the Confederation of Shipbuilding and Engineering 
Trade unions ; it asks for a general wage increase of {1 a 
week which would apply to some 2,750,000 workers. The 
inconsistency of this claim with the general policy of restraint 
which the Trades Union Congress has adopted hardly needs 
to be stressed. Something needs, however, to be said about 
the arguments by which the confederation’s representatives 
supported their claim on Wednesday. One argument concerns 
“ productivity”: by relating the index of production for 
shipbuilding, engineering, and electrical goods to the man- 
power figures for those industries, the unions arrive at a 
“ productivity index” (average for 1946=100) of 133 for 
the second quarter of this year. This kind of misuse of 
crude statistics stresses the need for a definition, and a 
standard of measurement, of productivity. To use 1946 as 
a base year is in any case indefensible ; are the material 
shortages, the dislocations, and the inefficiencies of the first 
postwar year to set the standard for the future economics 
of British production ? 


Other arguments concern the high level of engineering 
profits and the supposed failure of the employers to exercise 
the restraint which public policy demands. The figures 
quoted for profits are after deduction of repairs, depreciation, 
administrative and other expenses, but before deduction of 
taxation. They do not refer to distributed profits, with 
which the White Paper policy of “ restraint” was concerned 
Indeed, Mr Brotherton, as spokesman for the confederation, 
made this plain when he told the employers: 


Your letter seems to regard it as morally and ethically 
right to make as huge a profit as possible, in order that the 
Chancellor may have greater scope for taxation. How can 
this square with your protestations about the absolute 
necessity for restraint if the country is to be saved ? 


The general drift is simple. Assume that output goes up, 
that the volume of trade increases, and that profits rise. The 
unions’ doctrine appears to claim not merely a reasonable re- 
ward for extra effort and for permitting the better use of its 
members’ skill. It appears to claim the share which the Ex- 
chequer at present takes in taxes, the share which at present 
provides the greater working capital which increased trade 
(and a greatly increased money turnover) require, and in addi- 
tion, any share which the consumer might hope to get by way 
of lower prices or better service. 


Industry 


The Cost of Making Films 


The report of the working party on the costs of film 
production, which was published this week (HMSO, 9d.) is 
in one way disappointing. A year has passed since the 
working party was set up, and some hopes of clarifying the 
issues which confront this distressed industry had been 
pinned on its labours. But, after so much time one by, 
the report finds it necessary to say, in effect, that neither its 
powers nor the information placed before it were oon 
for a really thorough and authoritative examination of the 
subject. Information about the cost of films was collected 
by the Board of Trade, which obtained returns from 16 
companies of the cost of 43 first-feature films, and presented 
the working party with an analysis of the results. But the 
report observes: 


We must, however, frankly admit that neither the Board 
of Trade report, nor the additional figures we obtained later, 
provided by themselves a basis on which to form a judgment 
of the main factors leading to the present high level of pro- 
duction costs, and our general survey of cost problems has 
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been based to a much larger extent on written and oral 
evidence received from both sides of the industry than on 
detailed analyses of the expenditure of individual companies 
on particular films. 


The employee representatives, in an appendix, add that 
apart from the full information put in by both sides on 
wages and conditions of work, the information “ has not been 
sufficient to facilitate the examination of the details of the 
cost of any single named film.” 


This is an absurd situation, and it is hard to avoid the con- 
clusion that the President of the Board of Trade, when he 
appointed the working party, would have done well to make 
more sure that it had the powers and access to the informa- 
tion which were required for its task. But, given these 
unfortunate limitations, the report does probably represent 
(as the chairman claims) “the greatest common measure of 
agreement between the two sides of the industry” on the 
question of how to reduce costs. The producers’ view is re- 
corded that reduction of costs cannot by itself put the indus- 
try on an economic basis. But it is not disputed that costs 
can be reduced, and this is a point well worth establishing 
at a time when the industry is asking for help from the 
State. 

The report indicates many points at which economy is 
needed. An attempt has been made to scale down the 
salaries of executive staffs, but the working party is plainly 
unconvinced that the expenses of management cannot be 
further cut. Studio staffs expanded in the years immediately 
after the war, and their increase “ was not matched by a cor- 
responding increase in output, quality for quality.” The 
five-day week which was introduced in 1947 has not been 
followed by the smooth consultation on overtime which is 
necessary if a five-day week is to pay its way. The producers 
submitted “many examples of the apparently nonsensical 
situation” which arises in the studio from the demarcation 
of duties between workpeople, too rigidly applied. There is 
a clear need for better and more flexible labour relations, and 
some suggestions are made to bring this about. Inadequate 
planning of production, over-refined insistence on retakes, 
and failure to keep to timetables, tend to waste time and 
money in the studios ; something has been done on this front, 
but more needs to be done. This is no more than a summary 
account of the points made ; but it is enough to show that 
the industry has a long way to go before it can prove its 
claim for State support. 


* * x 


Mr Rank’s Prognosis 


The report, accounts, and chairman’s statement of the 
Odeon group left room for further explanation on a 
number of points—notably on production policy and 
the method of valuation of films. The annual meeting of 
Odeon Theatres Limited on Wednesday was, however, un- 
troubled by articulate curiosity on the part of share- 
holders ; and Mr J. Arthur Rank used his speech as chairman 
not to satisfy any desire for knowledge about the company’s 
affairs but to state once more his case for a reduction in the 
Entertainments Tax. The case is familiar. Mr Rank gave 
the example of Henry V, which cost about {£500,000 to pro- 
duce in 1943 and 1944. The film “ has won great academic 
honours, and many millions of people of all nations have 
seen it.” It has collected more than £400,000 in Entertain- 
ments Tax. But “ it was only some four weeks ago that this 
great film had recouped the cost of its negative.” In a tactful 
reference to A Streetcar Named Desire, Mr Rank pointed out 
that a stage play produced by the producer of Henry V had 
to pay no tax at all. 

_ Mr Rank’s material point was that the tax is so ed that 
its incidence increases disproportionately as the price of seats 

“P. Therefore, the exhibitors cannot now get rd. more 

public on the 1s. 3d. or 1s. 9d. seats without having 
to charge 3d. more and pay the remaining 2d. in tax 
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No doubt there is something here that needs i 

But in the actual state of box-office receipts in Britain at the 
present time, there is little support for any suggestion that an 
increase in the price of seats would increase the gross revenues 
at all; more probably it would merely keep people away 
The trade (and perhaps the Odeon circuit also) therefore 
wants not a reform of the tax but a straight reduction, 


_Mr — — on the National Film Finance 

tion are well worth quoting for the view of the pros 

film production which they reveal. The corperstion Gian 
(he said) solve the industry’s production problem because 
the corporation makes loans and is obliged to ask for its 
money back. Only if the producer or distributor were unable 
to find the money would the corporation have to stand the 
loss. “The losses, therefore, which I foresee as probable 
fall on the industry”; and the basic problem remains un. 
solved. This Mr Rank defined as “ how to establish a sound 
industry which can make films which audiences want to see 
and which yet will not bring financial disaster to those who 
produce them.” It is a cheerless prognosis. 


British Underground Gasification Trials 


The Ministry of Fuel and Power is proposing to fire a 
coal seam at an opencast site at Chesterfield early in the new 
year to see if the possibilities of controlling the combustion 
process and the gases so obtained are sufficient to justify 
further experiments on a larger scale. The principle of under- 
ground gasification is to bring air down through a borehole 
to the coal face, ignite the seam, and bring the gases to the 
surface through another borehole to be used in the normal 
way. There must be a free passage of air between the two 
boreholes along the coal seam ; this is provided either bya 
fissure induced by heat, or by a bored gallery. 

The principle is suitable for seams, and only for these 
seams, which would not repay mining by ordinary methods 
whether for reasons of their chemical composition, their thin- 
ness or the angle at which they lie. In practice the possible 
complications of deep boreholes are also likely to restrict it 
to shallow seams. It is estimated that more than half the 
known coal reserves of Britain fall within this category. In 
Russia, where gas has been produced commercially by these 
means since 1931, the cost of the gas is said to be one-third 
lower than that of producer gas. Belgian experts think the 
figure could be brought down to one-sixth, Other claims 
made are that gasification greatly reduces the number of 
underground workers required and makes possible the 
recovery of 80 to 90 per cent of the coal as against 60 per 
cent by ordinary deep mining. This last estimate may be 
correct in theory, but the limited experience which has been 
acquired suggest that at least half the coal will remain 
un-gasified after treatment. 


The gas obtained has not a very high calorific value, even 
when it is enriched by increasing the oxygen content of the 
air with which it is burnt. Many fuel experts considered that 
while other coal reserves were plentiful, underground gasifi- 
cation would be economic only when integrated with synthe- 
tic chemical plants which can put low-grade gases to special 
use. There may, however, be a new significance in the pro- 
cess now that it is known that gas turbines can be built on 4 
scale large enough for electricity generation. Gas turbines 
burning diesel oil cannot compete for base load operation with 
steam turbines operating on coal, The day when gas tur 
bines can burn coal is a long way off, but they could run on 
the hot, low-grade gas likely to be obtained from un 
gasification. 

Experiments in the United States, Belgium and Italy, which 
were started in 1947, have produced evidence to show that 
gas can be obtained from igniting the coal seam, but they 
have not shown whether the process can be controlled closely 
enough to produce a reliable supply. The British trials ate 
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intended specifically to obtain this information. If they 

at all promising, the equally serious questions of the 
best layout for the process, the methods of obtaining maxi- 
mum combustion of the coal, and the risks of subsidence will 
be the subject of trials on a larger scale. 


* * * 


A Sheet Glass Factory for Canada 


The largest makers of sheet and plate glass in Britain, 
Pilkington Brothers Limited, are to build a factory in 
Canada at a cost of about $3,000,coo. The firm is respon- 
sible for almost the whole of the British flat glass exports, 
which exceeded £4,250,000 in 1948 and had already passed 
{4,500,000 by the end of October this year. Canada is the 
largest market for British glass of this type, and takes nearly 
a quarter of the total exported. South Africa, India and 
New Zealand are also large importers. 


Canadian output is small, and Canada relies mainly on 
imports to meet her requirements. These imports in 1948 
were valued at $C6,500,000, $2,317,602 from the United 
States and $1,842,403 from Britain. The trend has been 
moving this year in favour of British glass ; to the end of 
August, imports from the United States were valued at 
$1,534,626 and those from Britain at $1,396,502. 


Pilkington Brothers have for long had interests in Canada, 
and at one time before the war were proposing to start 
production there, but changes in the Canadian tariff altered 
the market prospects. The new factory, on the outskirts of 
Toronto, should be in production by 1951. Its capacity has 
not been announced, but it will only meet a part of the 
demand ; it will, however, be able to serve a part of the 
Canadian market with a heavy saving in freight rates. In 
the same year the company expects to start production in 
South Africa, where a flat glass factory is now being built. 
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Flat glass making tends to be concentrated in industrialised 
countries because of its specialised nature and the heavy 
Capital investment in machinery. The competitive position 
of Pilkington Brothers is strengthened by the firm’s posses- 
sion of an engineering department which produces equipment 
for sheet and plate glass production. It is one of a select 
number of British firms which since the war have decided 
upon a full-scale production project in Canada—as distinct 
from less ambitious plants for the assembly of lighter products 
—in the belief that the growing Canadian market justifies the 
investment. 


* * x 


Bleaching Reorganisation 


A new company, Bleaching Trade Reorganisation, 
Limited, has been formed to buy up and immobilise surplus 
capacity in the piece-goods bleaching trade. While the 
cotton industry as a whole is afflicted by redundancy of plant 
(in the sense of technological redundancy, which the Cotton 
Working Party defined as “a condition in which the plant 
is too extensive to be worked by the available labour force ”) 
the condition grows more acute at the later stages of manu- 
facture. Thus, if the spinning mills were fully employed 
there would still be redundant weaving plant, and if the 
spinning and weaving plant were fully employed there would 
still be redundant finishing plant. The Cotton Working 
Party urged a reduction of the total amount of plant in 
the cotton industry, with help from the Treasury, to 
supplement the measures of re-equipment and reorganisa- 
tion which it proposed. But the Government help should 
be given (it held) in the same proportion in each section of 
the trade ; therefore the finishing section, being greatly out 
of balance with the other sections, would have to pay for 
most of its own redundancy. It recommended that the 
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The founder of London’s Royal Exchange was the famous 
Sir Thomas Gresham, whose sign of the Grasshopper, so well 
known in London, is combined with the emblem of Liverpool 
in the Coat of Arms of Martins Bank. 

The Exchange or Bourse established by Gresham was used 
for the business of the Goldsmiths, who were the bankers of 
the sixteenth century. 

Martins Bank, with its agents and correspondents throughout 
the world, provides an efficient and complete banking service 
for its customers. 


MARTINS BANK 


LIVERPOOL, LONDON AND 600 BRANCHES 
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—< s Paid for in Dollars 


Rubber and tin from the East are two of our major dollar earners 
—there are many others in this area—and the Chartered Bank’s 
wide network of Branches assists British business men in 
expanding this valuable potential and also earns dollars for 
Britain in the form of invisible exports. Eastern merchants and 
prospective traders are cordially invited to discuss their plans 
with the Managers of any of our offices in this country, and we 
shall have pleasure in placing our comprehensive Eastern 
banking service at their disposal. 


The Chartered Bank of India, 
Australia and China 


CIncorporated by Royal Charter in 1853) 
HEAD OFFICE: 38 BISHOPSGATE, LONDON, E.C.2. 


Manchester Branch: 52 Street, Manchester, % eet, Liverpoct, % 
pie, ~* End (London) Branch: 28 tl ‘London, 8. on 
ecw 


Agency: 65 , New 
The Bank’s branch system, under British management directed from London, serves 
INDIA + PAKISTAN - CEYLON + BURMA - AND FEDERATION OF 
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finishing section should be given three months to formulate 
plans ; that was in 1946. 


The bleaching trade, which among the finishing trades ss 
perhaps the most out of balance, has now decided to carry 
out its own concentration without any outside financial help. 
An agreement, which will come into effect when it has been 
executed by an agreed majority of firms, provides for a levy 
on the continuing members of the trade to furnish the funds 
out of which assets are to be bought up or placed under 
restrictive covenant, and retiring bleachers are to be com- 
pensated. Certification by the Board of Trade under the 
Finance Act, 1935, to permit the levy to be treated as a 
trade expense for income tax purposes, is another necessary 
condition of the agreement’s entry into force. The Board ot 
Trade was consulted at an early stage, and expressed its 
willingness in principle to consider the scheme ; its final 
decision has now to be made. Success from that point 
onwards will depend on the terms to be negotiated with the 
retiring bleachers. Some of the plant to be bought out has 
been unemployed since the concentration of the cotton 
industry during the war. 


* * * 


The FBI and Simplification 


The Federation of British Industries has arranged for 
the authors of the Anglo-American Productivity Council 
report on simplification to visit various towns to discuss 
their report in detail with the trade associations there. Ix is 
felt that the report itself does no more than indicate broad 
possibilities, and that discussion among small groups is 
needed to elucidate the prospects of simplification in in- 
dividual cases. Conferences may be held in London and 
in other principal towns. 


The main purpose is to persuade manufacturers of the 
extent to which overheads are swollen by the insistence on 
variety and range. The members of the team feel that the 
innumerable small lines made by many British manufac- 
turers are the result less of market demand than of 
acquiescence over the course of years in the salesman’s 
insistence on a product to match each product of a com- 
petitor. Some American trade associations carry out surveys 
to show how much business is attracted by each of a manu- 
facturer’s lines. The results invariably show that all but 
a few could be dropped without serious detriment to turn- 
over or to the customer, even if the consequent benefit of 
lower production costs and lower prices is ignored. Unfor- 
tunately, few similar surveys have been made in Britain ; the 
team hopes that they are one of the lines of action which trade 
associations will adopt. One paint manufacturer, however, 
did conduct his own investigation. He was marketing 
15,000 different lines, and found that if 10,000 of them 
were dropped, his total turnover would be reduced 
by no more than § per cent. Yet all his products were based 
on British Standards. The team does not think that stan- 
dardisation is immediately essential to reduce production 
costs; these will come down simply by reduction in the 
number of lines carried. Standardisation is a separate ques- 
tion. The productivity team intends, with the FBI’s bless- 
ing, to spread the gospel of simplification as the quickest 
and least disorganising means by which production costs 
can be lowered. 


& ® ® 


Grey Cloth Imports and Production 


British imports of Japanese cotton grey cloth were 
stopped in July, when the size of the J; balance in the 
trading account between Britain and Japan threatened the 
British Government with the of a settlement in 


dollars. This action has caused a. deal of anxiety in the 
British cotton trade, since the British finishing industry can 
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still handle, and the merchants can still sell, su i 
more cotton piece goods than the Lancashire mills can 

The new trade agreement with Japan, which was discusseq 
in The Economist last week, reopens the prospect of Brey 
cloth imports and (if it may be assumed for a moment that 
the pattern of trade envisaged will be realised in the event) 
renders the possible dollar reckoning more remote. 


The speech of Mr R. M. Lee at the annual meeting of 
the Calico Printers’ Association this week underlines the 
importance of these imports. Mr Lee said that the supply 
of loom-state cloth from Japan had become, “ in the 
ing conditions, an essential raw material to our industry,” 
Re-exports of Japanese grey cloth after printing and finish; 
in Britain “have been the medium by which Lancashire has 
preserved its connections in finished goods with 
markets.” They are, therefore, “ vital to the preservation of 
our export trade.” 


The consequences of the wartime decline in the output 
of the Lancashire weaving industry have never been more 
bluntly stated. Weaving output has lately taken a slightly 
more encouraging turn. The weekly average output reached 
in October a total of 41.58 million linear yards of 
cotton cloth and 12.74 million yards of rayon and mixture 
cloths. This is a useful increase over the weekly average 
of September, when the total of cotton, rayon and mixture 
cloths together was 48.75 million yards a week. It is the 
highest output achieved in any month since the war. But it 
is necessary to remember that the previous highest output 
since the war was achieved as long ago as last May, when 
the weekly average for cotton cloths was 41.32, and for rayon 
and mixture cloths 11.76. The intervening months have all 
been to some extent holiday periods ; but the figures show 
that the increase is neither as steady nor as rapid as the cotton 
trade needs. If the comparison is carried back to before the 
war, the result will still be something of a shock to many 
people: weekly average output of cotton, rayon and mixture 
cloths together in 1937 was 79.3 million yards. 


The industry is therefore obliged to import grey cloth 
from, amoung other sources, Japan in order to meet its export 
requirements and supply the home market. Even with such 
imports, it has little hope for the present of being able to meet 
the whole of the demand. The consequence of this is that 
foreign markets are competing for the Lancashire output, and 
in this competition it is the soft-currency markets which tend 
to get served. As for the dollar markets, it is worth noting 
that grey cloth was, before the war, a substantial element 
in the British export of cotton gouds to Canada. Today the 
Canadian buyer of grey cloth has to compete against the 
Lancashire finisher, who has a struggle to get enough cloth 
to occupy his plant. The recommendations of the Cotton 
Manufacturing Commission, which have now been finally 
approved by both sides of the trade, are the best immediate 
hope of making possible a greater weaving output to correct 
this deficiency. 


ae 
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* * * uh 


Rayon Staple Output Expands 


The rayon industry’s expansion programme has begun 
to produce results, particularly in the increasing supply of 
staple fibre. During the year Courtaulds, Ltd., who produce 
more than go per cent of the rayon staple made in Britain, 
have continued to install new capacity at their viscose staple 
plant at Greenfield in North Wales, and this is now approach= 
ing full operation. Total output of staple has risen from 
7.§ million Ib. in January to 12.4 million in September. The 
September figure is close to the full rate of output which 
is at present contemplated. Production figures in 


showed a slight decline, but this reflects little more than 


the difficulty of installing new equipment without hampering. 


the performance of plant already at work. It was stated a 


the annual ing of British Celanese last week that expat 
sion of the cellulose acetate and chemical. factory 
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Invitation 


First consult Catesbys for complete modern 
Office Furnishings. A new Board Reom—a 
whole new Office or a single item come alike 
to us. We aim at efficiency and atmosphere 
in Office furnishing — harmonious to the 
successful profession or business, and we invite 


your enquiries to our Director of Contracts. 


Your enquiries for floor-coverings, and 


for any assistance are cordially invited. 


JATESBY Suc 


64/67 TOTTENHAM COURT ROAD, LONDON, W.1 
Our only address Tel: Museum 7777 








W... sudden overload or storm damage interrupts the 
mains, you will see, in any darkened urban area, some few lighted buildings 
here and there: hospitals, factories, public buildings, stores and cinemas. 
Places where sudden darkness holds risks too great to be tolerated and a 
battery stands by against emergency. In buildings such as these, all over 
Britain, Chloride Batteries are on duty; and the list of new installations 
increases steadily. The Chloride Electrical Storage Company, originators 
and makers of the Keepalite automatic emergency lighting system, have over 
50, years’ experience of battery design 
and manufacture. Chloride, Exide 
and Exide-Ironclad Batteries can be 


trusted: and they are. THE CHLORIDE ELECTRICAL 


STORAGE COMPANY LIMITED 
Exide Works, Clifton Junction 
near Manchester Pee 
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Bury Felt has many uses, large and small, 
in the motor industry. One example is the 
use of a felt washer at the rear of a gear- 

box to lubricate the bearings and act as a seal. 






4 types and textures tocustomers’ own 
specifications. Bury Felt is used in all 
Britain’skey industries today, includ- 
ing the major export industries, yet it 
is so versatile that few modern homes 
are without it either. Incomparably 
rich in colour, Bury furnishing felts 
are seen at their best in ‘Carmilla’ 
and * Felbury’ fabrics. \ 






IN GEAR Bury Felt for washers 


and gaskets, Bury Felt 
for antivibration. It is the adaptable, 
shapeable fabric of industry, cut 
and fabricated in countless different 
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the plant will be completed by 1951. Its capacity has not 


been announced. By 1952, and possibly sooner, total 
British production of artificial fibres is expected to have 
reached 410 million Ib. of yarn a year. Out of this total, 
10 million 1b. will be nylon and 150 million Ib. will be rayon 
staple. The balance will be continuous filament rayon. 
Neither of the new fibres, “Ardil” or “ Terylene,” is 
expected to be in commercial production by that date. 


Finance 


Bridging the Macmillan Gap 


It is a matter for debate whether the so-called “ Mac- 
millan ” gap was as significant in 1931 as it was then believed 
to be ; but there is no doubt that the slow strangulation of 
private sources of finance by war and postwar taxation has 
widened it. The Industrial and Commercial Finance Cor- 
poration, the smaller of the institutions set up in 1945 with 
the object of filling the gap, was therefore presented with a 
stimulating challenge in a largely untried field. The fourth 
annual accounts of the Corporation show that it cannot fairly 
be accused of falling either into the trap of undue sub- 
sidisation of uneconomic experiments or into the still more 
insidious trap of undue caution towards unestablished 
enterprises. 

It is, however, fair to say that it is still straddling rather 
uncomfortably between both dangers. In the twelve months 
to September 30th ICFC made a profit (before tax) of 
£149,000, compared with one of £85,000 in the previous 
year, and with losses aggregating £84,000 in its first two 
years. The experience in the six months of the latest period 
was, however, much less satisfactory than these comparative 
figures suggest. The accounting date has been altered 
to March 31st, and the formal accounts now presented for 
the six months to this date show an operating loss of £26,000, 
after provision of £250,000 for bad debts—a provision 
mainly required for finance extended to an agricultural engi- 
neering firm. The provision made for the six months to 
September 30th (i.e., the first half of the new accounting 
period) is £90,000, bringing the cumulative provision to 
£605,000. The past year’s experience, occurring at the very 
outset of the change-over from postwar boom conditions to 
those of increasing risk, is a little disconcerting. 


The year’s profit has been achieved after some stiffening 
of loan rates (the average rate charged apparently bears a 


South America carries on business have reacted to devalua- 
tion in so many different ways that the revaluation of the 
bank’s assets and liabilities for its 1949 balance sheet, dated 
September 30, must have given its accountants some bad 
headaches. The figures now published show that the bank’s 
profits are down slightly (after three exceptional bumper 
years), that deposits have been relatively stable, that there 
has been a switch in the financing of foreign trade from 
documentary credits to bills for collection (reflecting the onset 
of the buyers’ market) and also a switch in general lending 
policy from advances to loans against promissory notes, 

As usual the bank’s accounts are accompanied by an infor- 
mative review of the South American economic scene by Mr 
Francis Glyn, the bank’s chairman. Once again the dominant 
theme in his review is that of mounting inflation. The re- 
publics of Latin America seem to have discovered a formula 
for perennial suffering from this malady. If the markets for 
their staple exports are booming (as is the case with 
Venezuelan oil), they run a large export surplus and the high 
incomes created by this generate a wild excess of demand 
over supply. On the other hand, when the markets for staple 
exports dwindle, the various republics are forced to restrict 
imports. Since they are unable, for political reasons, 10 
reduce internal monetary circulation and wages at the same 
time, this restriction of supply makes inflation much worse. 
During the past year the fall in the wor'd price of such Latin 
American exports as cocoa, maize, wheat and base metals, 
has caused several countries to relapse from the first (or hard 
currency) type of inflation into the second (or soft currency) 
type. 

Such a relapse necessarily brings with it pressure om 
exchange rates but, since straightforward depreciation 
raise the internal price of essential imports and thus make 
inflation look worse to the workers, many Latin Ameriat 
republics have tried to run away from reality in 1949 by 
twisting their already distorted patterns of multiple exchang: 
rates still further. This pattern has reached its apex of 
absurdity in Argentina, where the rate applied to Britains 
meat purchases is now 9.40 pesos to the £ and the rates 
applied to the imports which Argentina should be “ 
from this country average at least 18 pesos to the £. # 
effect, therefore, if 9.40 pesos to the £ is in any way a fea 
rate, there is now an import duty of nearly oo cent 
levied on British goods entering Argentina. | 
believes that if multiple ; were viewed 
the British Government in this li t, official protests about 
them might be a little more vigorous. . 
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Hall-mark for Dawes and Young 


During the third reading of the Distribution of German 
Enemy Property Bill Mr Glenvil Halli confirmed some earlier 
but less positive pronouncements that holders of the German 
Dawes and Young loans would rank for a dividend in the 
share-out of German assets. Indeed, he went out of his way 
to record that “ Dawes and Young loans are in a particular 
category and worthy, if possible, of prior consideration.” 
But Mr Hall would not say at this stage in what order of 
priority the two loans, commercial debts and standstill credi- 
tors will rank. The practical significance of this Hall-mark 
of prior consideration for the two loans thus remains to be 
established by one of the numerous orders in council en- 
visaged under the bill. The Financial Secretary’s statement 
dees, however, confirm the market view that Dawes and 
Young loan will rank before Konversionskasse. 


While the share which may finally be earmarked for 
Dawes and Young loan bondholders should clearly go towards 
paying off arrears of interest and possibly of amortisation, it 
is much more debatable whether the capital portion of the 
loans (after excluding amortisation arrears) should rank in the 
distribution at all. (The sterling issues of the two loans out- 
standing amount to £16,553,900 in German External Loan, 
1924, 7 per cent sterling bonds—the Dawes Loan—and 
{11,174,300 in International 54 per cent sterling bonds, 
1930—the Young Loan). But some of the parties most 
interested in the share-out find it impossible to reconcile 
Government estimates—that claims on all scores will be 
between £100 million and {£120 million—with their own 
calculations, except on the assumption that the official figures 
include the whole amounts of these loans. 


As it stands now, the Bill is hardly more than an enabling 
measure, for the Government has rejected all the more im- 
portant anendments sought during the third reading. On 
almost every question of importance, the intentions will not 
be clear until the various orders in council are made. Mr 
Hall has persisted in his refusal to publish details of the assets 
held by the custodian, and even on points of procedure there 
has been obscurantism. From the terms of Mr Hall’s reply 
to a question, bondholders might have been led to believe 
that their claims will not rank in the share-out unless they 
were lodged before January 24, 1949. In fact, it would 
appear that there is to be a later opportunity for the sub- 
mission of claims. Yet not even this point has been put 
beyond doubt. Many headaches await the administrator, 
the advisory council and claimants before the relatively 
modest sum of £15 million now held by the custodian is 
distributed. 


* * * 


TDR Switching Ending? 


This week, for the first time since mid-July, when the 
Treasury began to switch its floating debt borrowings from 
Treasury deposit receipts to “ tender ” Treasury bills, there 
has been a resumption of net borrowing on TDRs. Of the 
week’s cash requirements—enlarged by the need to provide 
for the half-yearly dividend of 3} per cent War Loan— 
£10 million was raised by net borrowings on bills and 
£30 million from TDRs. This change in tactics does not, 
of cour.c, imply any reversal of the underlying policy, but 
it does suggest that, for the time being, the switching 
Process is nearing its end. For eight weeks now, the weekly 
offering of tender bills has been stabilised at £230 million, 
compared with the “basic” level of £170 million which 
obtained until last July. Given this stability—at a time 

in the past, the issue has usually been increased for 

Seasonal reasons—and given, too, this week’s recourse to 

Rs, it appears that the authorities are at present reluctant 

to raise the tender offering any further. this is so, the 

Maximum level for the total issue of tender bills becomes 

£2,990 million, compared with the present level of 
£2,960 million. 
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In other words, so long as this limit is maintained, 
the switching operation cannot reduce the TDR issue by 
more than an additional £30 million from its present 
level of approximately £72§ million. This does not mean, 
however, that the TDR issue is not likely to fall further. 
Indeed, unless the authorities decide to repay the 1 per 
cent Exchequer Bonds merely by re-borrowing on floating 
debt, there will certainly be another very steep fall in the 
TDR issue in the first two months or so of the New Year. 
In 1948/49, aggregate borrowings on TDRs and on tender 
bills were reduced by no less than £468 million between 
end-November and early March. Repayment on a com- 
parable scale in the next three months, if applied wholly to 
TDRs, would reduce the outstanding issue below {£300 
million. 

Meanwhile, the monthly banking figures are now reflect- 
ing virtually the full effect of the switching policy. The 
clearing banks’ return for November shows a further decline 
of £56 million in the holding of TDRs and an almost 
corresponding rise in the bill portfolio. Thus the banks’ 
money market assets (call money and bills combined) have 
been raised to the very high level of £1,764 million, bringing 
their ratio to deposits to the unprecendented figure of 
2y per cent, while the TDR ratio, at only 11.3 per cent, is 
now little more than one-quarter of the peak figure reached 
in 1945. Thus the switching process has radically altered 
the shape of bank balance sheets: the ratio of relatively 
inflexible assets (TDRs, investments and advances) is now 
down to under 61 per cent, which compares with an average 
of 69 per cent for the whole of last year and a peak of over 
80 per cent at the end of the war. 


Other items in the banks’ statement showed only minor 
changes last month. Advances have risen by a further 
£8,000,000, but since the Government was on balance 
moderately reducing its indebtedness to the banking system, 
“true” bank deposits declined slightly—by just under 
£4,000,000—and are now less than {9,000,000 above their 
corresponding 1948 level. This tendency of the volume of 
credit to become stabilised is well illustrated by the 
seasonally-adjusted index compiled by Lloyds Bank, now 
revised to a “net” basis (i.e. excluding items in course of 
collection from the deposit figures as published). During 
the past month the revised index (1938= 100) has declined 
from 261.9 to 261.6, which compares with 261.2 twelve 
months ago and 249.1 in November, 1947. 


* * x 


Austria Devalues 


The devaluation of the Austrian schilling last week in 
effect merely acknowledges a depreciation which had already 
occurred in the free markets. In an attempt to avoid 
increases in the cost of living, Austria did not follow sterling 
last September ; but the pretence of the official rate could 
not be maintained for long—its effect was virtually to paralyse 
the whole mechanism of payments. In the hope of lessen- 
ing the impact of devaluation on internal prices, Austria has 
now introduced (with the approval of the International 
Monetary Fund) an extensive system of multiple rates. 
The basic rate for the dollar has been raised from Sch. 10.14 
to Sch. 14.40, but in addition a premium rate of Sch. 26 has 
been introduced. Austrian exporters have to sell only 40 per 
cent of their exchange earnings at the basic rate. The re- 
maining 60 per cent they may either retain to finance imports 
or sell at the premium rate. The new effective rate for 
exporters is thus Sch. 21.36 to the dollar. 


The new basjc rate for sterling is Sch. 40.32, compared 
with Sch. 40.30 before Britain’s devaluation. The premium 
rate is Sch. 72.80 and the effective rate for exporters is 
Sch. 59.80. Tourists will be allowed to purchase their entire 
schilling requirements at the premium rates, a move which 
now makes Austria (without any need for under the counter 
currency dealings) perhaps the cheapest tourist country in 
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Europe. The grading of exchange rates for imports—de- 
signed to soften the impact of devaluation—is intricate For 
essential ECA imports such as wheat, fats, sugar, medicines, 
household coal, dried foods, seeds and fertilisers, the rate re- 
mains unchanged at Sch. 10.14 to the $. Imports considered 
as one degree less essential will be paid for at the new basic 
rate of Sch. 14.40 to the $ (or Sch. 40.32 to the £). Next 
comes a group of “ semi-essential ” articles which have to be 
paid for at the effective rate for exporters (Sch. 21.34 and 
Sch. §9.80 respectively), while luxury imports proper have 
to be paid for at the top rate. It remains to be seen whether 
the premium rate can be maintained at the new level or 
whether the National Bank will have to make early use of 
its power to vary the premium rate by § per cent. 


Commodities and Trade 


Buffer Stock for Tin? 


Details of the new tin scheme are gradually becoming 
known despite the maintenance of official secrecy. The out- 
line proposals were drawn up at a special meeting of certain 
member countries of the Tin Study Group in The Hague 
three weeks ago and there are still a number of problems to 
be solved before a draft agreement can be put before the full 
meeting next February. According to report, the proposals 
contemplate no direct control on production. They aim at 
keeping the market price within agreed upper and lower 
limits by means of export quotas. It is in fact a buffer stock 
scheme. When the price threatened to fall below the stipu- 
lated lower limit, export quotas would be reduced and stocks 
built up. When the price seemed to be heading above the 
upper limit, stocks would be marketed. These proposals do 
not differ much in principle from the buffer stock scheme set 
up in July, 1934. The only difference, indeed, is that the plan 
would this time provide for equal representation of producers 
and consumers in its Management. 


One vital question still to be resolved in these proposals 
is the fixing of the upper and lower price limits and the 
size and location of the buffer stock. Free dealings in tin 
were resumed in London less than three weeks ago and to 
imagine that, say, by next February the market will have 
sufficiently settled down truly to reflect the postwar patterns 
of supply and demand would be optimistic. Before the war 
the demand for tin proved to be relatively inelastic and it 
was in the producers’ interests to keep the price as high as 
possible. But during the past eight years several important 
technological developments have occurred, by which 
industry has learned to economise in the use of tin or even 
to do without it. Demand for tin may, therefore, be more 
elastic than it was—how much more can be assessed only 
when the tin market has had time to function properly. In 
these circumstances, how can any reasonable price limits be 
set ? 


In 1934 the buffer stock was intended to carry 8,282 tons 
of tin ; the removal of this quantity proved quite inadequate 
to stabilise the market. Even to iron out short-term fluctua- 
tions in prices a buffer stock today would probably have to be 
at least equal to one year’s consumption—or 130,000 tons. 
A further point to be considered is: who accumulates and 
finances the buffer stock—producers or consumers or a 
combination of both? Again, is the buffer stock intended to 
cover America’s strategic requirements or will these form 
a second reserve which might come on to the market, or, 
during the process of accumulation, might draw on the 
market ? The British Government, though it looks on tin as 
a valuable dollar earner and seems to be wedded to a policy 
of keeping the price as high as possible, ought, in the interests 
of consumers, to be sati with the answers to these 
questions before it gives approval to a buffer scheme. 
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ICCH Scratched 


The proposal of the Director-General of the Food and 
Agricultural Organisation to set up forthwith an j; 
national commodity clearing house was rejected in Washi 
ton last week, Instead, the problem of food surpluses ip 
certain countries is to be further studied and a working 
is to be set up to put forward short-term measures, 


The passing of this far-fetched and grandiose scheme 
should occasion no regret. The original proposal was rejected 
by the United States as being inadequate and unsound, 
“ Since the problem cuts across international trade and inter- 
national fiscal policies,” declared the head of the American 
delegation, “ we must seek an alternative approach.” The 
American criticism rightly struck at the very root of the pro- 
posal. Clearly, if the ICCH were to carry out the functions 
suggested, it would have been the dominant organisation in 
the hierarchy of international agencies. And as such it could 
hardly have existed as a mere adjunct of FAO. 

Given this lead from the American side, it was not difficult 
for Mr Wilson, the President of the Board of Trade, to forget 
his instructions from the Cabinet and, instead, to use the 
arguments provided by his technical advisers against the 


scheme. He objected to the proposals because the ICCH 


would accumulate large sterling balances which at some 
future date would be convertible and which in the interim 
period could be used to buy commodities at present sold 
for dollars. He proposed, therefore, the familiar British 
solution of setting up a working party. Does this mean 
that the British Government has pinned its faith on the 
“ commodity-by-commodity approach,” with international 
marketing schemes for each of the staple commodities? 
One already exists for wheat, others under active consider- 
ation include tin, cotton and sugar. Later on, no doubt, 
rubber and wool could bé added to the list. 


x x x 


Terms of Trade and Devaluation 


Between March and September the prices of British 
exports and the cost of imports, as measured by the Board 
of Trade index numbers, followed a fairly consistent trend. 
In October, however, the first full month after devaluation, 
the cost of imports jumped by 9 per cent compared with 
September, while export prices remained virtually unchanged. 


An article in the current issue of the Board of Trade 
Journal offers an interpretation of the October figures. First, 





Pricrs oF IMPpoRTS AND EXPporTs 
(Board of Trade Index Numbers, 1947= 100) 
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the increased cost of imports shown in the trade returns does 
not necessarily imply that a higher sterling price was in 
paid for all these goods, since payment for some imports 
received during October will have been made before Sep- 
tember 18th at the old exchange rate. The Board of Trade 
Statisticians estimate that approximately 2 per cent out of 
the 9 per cent represents an increase in prices of impot 
sarge sme Mh gg cece ee i not caused disecy 
y uation. e remaining 7 per cent is a od fl 
the higher sterling equivalent of the cost of imports. es 
from devaluation. Whether this represents the full increas 
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is doubtful ; some importers may have entered the sterling 
cost of their imports at the old exchange rate. 


As for exports, the October figures are said to reflect in 
the main shipments under pre-devaluation contracts ; hence 
the stability of the export price index. But, as a Note in 
last week’s issue showed, there have been changes in the 
average values of particular exports—some rising and others 
falling. The conclusion then reached seems, however, to be 
confirmed by the Board of Trade figures: average prices of 
British exports, particularly to the United States and Canada, 
have not increased in terms of sterling. 


eo * t 


Oil Trade in Dollars and Sterling 


Little has been said officially about the course of the 
Anglo-American oil talks, which were resumed in Washington 
after the Cripps conversations but were adjourned a few 
weeks ago. The interest of the American oil trade in these 
negotiations is, however, keen, and enough has been said 
in American trade quarters to show what is the crucial matter 
from, at least, their point of view. This is the proposal that 
the American oil companies should be permitted to conduct 
trade in sterling much more extensively than British exchange 
control policy at present allows. They would at the same 
time accept some restrictions on their facilities to convert 
their earnings into dollars. 


American oil companies cannot at present sell their oil to 
a non-sterling country and take payment in sterling. In a 
“normal” world they would hardly have wanted to do so, 
and indeed little was heard of the suggestion before last 
spring. But the dollar shortage, together with the expansion 
programmes of the sterling oil companies, has confronted 
them with the possibility of losing some of their traditinoal 
overseas trade in various parts of the world. 


Mr Walter J. Levy, the American oil consultant, in an 
article in the fournal of Commerce of November 7th, out- 
lined the difficulty facing the American oil trade and the 
remedies of which it is thinking. The present expansion 
plans of the sterling oil companies are such (he said) that if 
Eastern Hemisphere demand increases at the rate of 6 or 7 
per cent a year for the next four years, there should be still 
enough sterling oil “to satisfy not only all sterling oil 
requirements but also more than the estimated increase in 
total foreign oil requirements.” In that case, dollar oil sales 
might even fall below their 1948 level, and the development 
of oilfields abroad (including those of the Middle East) by 
the American companies would be brought to a standstill. 
This would have strategic and economic disadvantages for the 
United States ; and its benefits to Britain would be dubious, 
since “each barrel of British oil sold for a soft cu 
involves an appreciable expenditure of dollars by the British 
Treasury.” 

* 


Mr Levy suggested ways in which the American companies 
could reduce the dollar cost of their oil. They could make 
more use of the supplies and services of soft currency coun- 
tries. Some of them are already building refineries in import- 
ing countries (Fawley is an example) with the object of 
supplying cheaper crude oil to those countries instead of 
expensive refined products: 

It may well be possible that the American oil industry 
might by all these means reduce the dollar costs for its 
production to a figure that may not substantially exceed, or 
perhaps not exceed at all, the dollar costs of British oil. 

The American companies might, therefore, put themselves in 
a position to sell their oil partly for dollars and partly for 
sterling. The sterling and other “ local currency ” they could 
use to pay for equipment and services which they need. The 
dollar payments would cover their reduced dollar costs and 
“some reasonable dollar profit.” This perhaps over- 
simplifies the case ; to keep sterling costs and dollar costs 
altogether separate would probably prove impracticable, 
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and some arrangement for the limited convertibility of gj 
earnings from sterling into dollars seems to be contemplated 
An accumulation of sterling in the hands of the America, 
companies would be likely, in any case, to create an eventual 
dollar claim, and it is no doubt against such claims that the 
British Government is anxious to guard. 


* * * 


Empty Pepper Pot 


The insignificant peppercorn occasionally hits the head- 
lines. In 1935 an unsuccessful attempt was made to corner 
white pepper—with the exemplary result that black 
was decorticated by the ton and the corner failed miserably, 
Now there is a real and acute shortage. Pepper prices have 
risen more than fivefold between 1946 and 1949. Owing to 
the meat shortage, British consumption has fallen, for one 
of the main outlets for pepper was in the manufacture of 
sausages and cooked meat. There has recently been more 
meat for manufacturing, but still much less than before the 
war. 


Imports of pepper into Britain totalled 72,000 cwt, in 
1946 ; there was an increase to 146,000 cwt. in 1947 and then 
a decline to 35,000 cwt. last year. During the first ten months 
of this year, the total quantity imported was 25,344 cwts. 
The extra two pennyworth of meat which Mr Strachey 
announced last Monday will lack seasoning. 


The cause of the shortage is revealed by studying the 
sources of British imports. Before the war, the bulk of 
Britain’s pepper came from Indonesia, Malaya and Sarawak 
—in that order. All these areas suffered from Japanese 
occupation, and the pepper vines were either neglected or 
uprooted so that the ground could be used for other food- 
stuffs. Five or six years are required to bring a ne 
into fruit ; hence the shortage is likely to persist the 
early “fifties. India is another source of supply though it 
exports the peppercorn in an undecorticated state—that is, 
as black pepper. Most of Britain’s imports in the postwar 
years have come from that source. But Britain has two for- 
midable competitors for these relatively meagre supplies. The 
first is the United States and the second the Indian people 
themselves, who are now consuming much more pepper than 
formerly. 


The irony of the situation is that the present high price 
for pepper is encouraging a prodigious expansion in output. 
By 1955, it is safe to predict, there will be a gigantic surplus, 
and no doubt the usual voices will be heard demanding an 
international scheme to control the supply. 


Company News 


The Ford Scheme 


The much-heralded “bonus issue scheme” of Ford 
Motor was announced at the end of last week. As was widely 
expected, the arrangement provides for the transfer of the 
investment in the Ford associated companies to the Amen- 
can company and for a bonus issue of preference shares 10 
the minority stockholders in Ford Motor Company (the 
American company holds the majority equity interest of §9-! 
per cent). The avowed object is to overcome the difi 
of providing urgently needed additional working capital for 
the continental Ford interests. These difficulties arise 
from the obstacles to transferring funds from this country 
and partly from the heavy financial requirements for future 
developments of the British company itself in relation 09 1S 
present resources. The American company is obviously 
a better position to provide finance for the European or" 

ies direct. The scheme i et 


panies is somewhat : 
independent valuation of £4,256.860 has been placed on the 
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interests of Ford Investment Company (a wholly owned sub- 

‘diary of the British company registered in the Channel 
jsands) in the Ford associated companies. The American 
company has made an offer for these interests at the valuation 
estimate. The sum is to be provided by the British company 
from its undistributed profits, paid to a blocked account in 
London and then applied by the American company in paying 
Ford Investment Company. To match this transfer the 
residual 40.9 per cent of ordinary shareholders in Ford Motor 
will receive 3,678,925 new fully paid 44 per cent redeemable 
16s. preference shares in their company on a one for one 
basis. 

Simultaneously with this rearrangement of the company 
structure of the Ford group, a new arrangement has been 
made for marketing, technical interchange, and associated 
matters. In one way this is a natural consequence. Under 
the agreement of 1928 the British company acquired exclu- 
sive rights of manufacture and sale in its “ territory,” which 
included most of Europe, parts of the Middle East, and parts 
of Africa. The associated companies in the various parts 
of the “territory” then acquired their manufacturing and 
selling rights from the British company. This has now been 
brought to an end, and the associated undertakings will pre- 
sumably hold their rights from the American company 
directly. 

But the character of the arrangements has also been 
changed. Advice has been given that the agreement of 1928 
may not be enforceable under American law. Under the 
new agreement which has been negotiated between the British 
and American companies all territorial limitations are removed, 
and are replaced by an undertaking of a general kind: 


Each company undertakes to co-operate with and assist 
the other to the fullest degree in promoting its export sales 
and general commercial interests. 


An agreement on the same lines has been made between 
the British company and each of the associates. It is intelli- 
gible that the Ford group should be reticent about the nature 
of the legal objections which have arisen. Some public 
interest in the character of the new marketing arrangements 
is, however, inevitable. 
for selling British Ford products in North and South America 
affected ? Perhaps it is not affected at all ; but it would be 
useful to know. 


* * * 


Funds for Ultramar 


Arrangements have been made by Ultramar to raise the 
{1,000,000 required “to restore the position of equality of 
the company with the Texas Company as regards the Mer- 
cedes Company.” The Finance Corporation for Industry 
has agreed to furnish an additional £250,000 on the same 
terms as its present outstanding loan of £1,750,000 to the 
company. The FCI has also indicated its willingness to 
forgo all interest payments from the company, in the first 
imstance until September 30, 1951, and, if considered 
necessary by a special committee to be set up, for a further 
three years at the latest. The special committee, which will 
consist of two members acting for the FCI and two members 
representing the Trustees of the Unsecured Loan Stock, 
may also postpone the final date of repayment of the FCI 
loans until September 30, 1957. 


In consideration for this further assistance, the combined 
of FCI to the company are to be secured by a first 
charge on Ultramar’s present and future holding of shares 
in Caracas Petroleum S.A. and loans made to that company. 
Temaining £750,000 is to be raised by an issue of con- 
vertible debenture stock, redeemable by the end of 1959 
at the latest, and secured by a second charge on Ultramar’s 
iMmterest in Caracas Petroleum ; this stock is to be offered 
© stockholders and unsecured loan stockholders, but its sub- 
Sciption in full has been guaranteed by a group headed by 





How (for example) is the procedure - 
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Morgan Grenfell and Co. No interest is payable for the first 
five years, but the rate will be 7 per cent per annum for the 
final five years to 1959. The stock will carry a premium of 
3 per cent on redemption and will be convertible at par into 
ordinary stock up to December 31, 1954. 


All these arrangements are contingent on the willingness 
of the present holders of the £3,500,000 outstanding un- 
secured loan stock to waive their interest rights up to June 1, 
1954,and to defer the final date of redemption to June 1, 1962. 
The consideration for such action would be to grant the 
unsecured loan stock a third charge on Ultramar’s interests 
in Caracas Petroleum which would rank after the FCI loan 
and the new convertible debenture stock and possibly after 
a further issue of £500,000 on pari passu terms to the second 
charge. In addition, holders of unsecured loan stock would 
acquire the right to convert 123 per cent of their holding into 
ordinary stock and would receive a rising scale of premiums 
—from £3 per cent to June 30, 1950 to £15 per cent after 
May 31, 1953—on redemption. 


In all this reshuffling of rights to obtain another 
£1,000,000, the ordinary stockholder largely remains a 
passive spectator to a mounting pile of secured creditors. His 
equity now looks very remote indeed, and he may not be very 
excited by the right to subscribe for the new issue of con- 
vertible debenture stock which would increase his commit- 
ment. Is it enough merely to restore Ultramar’s position of 
equality with the Texas Company? Or will further finance 
be needed in due course, beyond the £500,000 for which legal 
provision has been made ? 


Shorter Notes 


The trustees for the Potash Syndicate of Germany bonds 
have lodged a private bill to obtain powers to convene meet- 
ings of the bondholders at which approval for “ any proposals 
submitted” may be sought. This is an unexpected step. 
In their earlier statements the trustees had spoken in terms 
of seeking court sanction before the summer vacation for 
distributing the assets which they had successfully obtained 
for the bondholders after extended negotiations at home and 


abroad. 
* 


The value of new life assurances written by Standard Life 
Assurance in the twelve months ended November 15th shows 
a sharp expansion from 18,582,508 in 1947-48 to 
£22,176,448 this year. The value of new deferred annuities 
has increased from {4,609,028 to £5,855.554 in the latest 
year. The results of Standard Life Assurance should not be 
taken to suggest that the total value of new life assurances 
written by all life offices in 1949 may again exceed the 
record figures for the industry in 1947 and 1948. It is 
already clear that the new business obtained by a number of 
life offices will fall well short of the 1948 results, 


* 


It now appears that the trade negotiations with Hungary 
may not be concluded much before Christmas. Concurrently 
with the trade talks a settlement covering the Hungarian 
funded and short-term debts to Britain, as well as com- 
pensation claims for former British commercial and industrial 
interests in Hungary, is being negotiated. Under such a 
settlement payments by Hungary are expected to extend 
over a number of years ; but, in addition to transfers from 
Hungary, creditors will to some extent be compensated out 
of Hungarian assets now vested in the Custodian of Enemy 
Property. Negotiations to have these assets unfrozen have 
reached an advanced stage ; while some payments have already 
been made (where non-enemy ownership could be ya 
suggestion in last week’s issue that releases to the short-term 
creditors had already been effected was premature, 
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COMPANY MEETINGS 


THE BRITISH LINEN 
BANK 


204th ANNUAL MEETING 


The Annual Court of Proprietors of The 
British Linen Bank was held on Novem- 
ber 29th at the Head Office in Edinburgh. 

The Earl of Airlie, Governor, in the course 
of his speech, said: Deposits at the record 
figure of £74,800,000 are up by £520,000. 
The rate cf increase during the past twelve 
months is considerably less than has been 
shown for a number of years. Bank deposits 
do not form a complete index of monetary 
levels, but it would appear that up to the 
date of devaluation of the pound the rate of 
inflation was lessening. The widespread 
repercussions of devaluation, which by itself 
is inflationary, have yet to be experienced. 

Notes in circulation show an increase of 
£580,000 to a total of £7,780,000. It is 
difficult to account for the reversal of the 
declining tendency noted a year ago. The 
public demand for notes is almost enturely 
beyond the control of the banks. Our 
advances have risen by £3,500,000 to a 
total of £16,000,000, widely spread over a 
variety of industries and trades. 

The profit and loss account shows the 
profit for the year at £242,727—a decline of 
£18,500. oo 

It is proposed to pay the customary divi- 
dend, to contribute £54,000 to the pension 
fund, and to transfer £75,000 to contingency 
account, leaving £3,727 to be added to the 
amount carried forward. 


CREDIT POLICY 


Under present conditions, when the 
national economy is strained almost to 
breaking point, the role of the banks is 
particularly onerous. The banks are now 
expected to see that credit facilities are 
granted in conformity with the national 
policy of encouraging only such enterprises 
as are calculated to meet the most pressing 
needs of the community. This policy 
inevitably occasions disappointment and even 
hardship on the part of some prospective 
borrowers whose quite legitimate projects are 
not considered urgent or useful enough to 
warrant a share of the restricted national 
resources available. 

Many factors have combined to create con- 
ditions in which the demand for working 
capital increases at a faster rate than the 
savings from which it must be supplied. 
Heavy inroads on private and corporate 
savings have been made by the oppressive 
burden of taxation. The position has been 
reached when increased costs of raw materials 
and manufactured stocks, with the resultant 
expansion of book debts, often compel indus- 
trial concerns to borrow for the purpose of 
paying their taxes. Sometimes borrowing is 
necessitated by the shortened terms of credit 
allowed to traders by public boards ; while 
in other cases work can be carried on by 
contractors only if they borrow in anticipa- 
tion of settlements which are subject to long 
delays. 


SAVING URGENT 


At no time was the need for fresh savings 
more urgent than under present conditions. 
It is perhaps not sufficiently understood that 
= from this source can be provided the 

s of industry; without factories and 
equipment—in other words, without capital 
—labour would be unproductive and the 
standard of living would revert to a primitive 
level. It is very desirable that the sacrifice 
involved in saving should be applauded as a 
Meritorious contribution to the country’s 
needs, and that all efforts in this directicn 
should receive the most active encourage- 
ment. 

The report was adopted. 
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BRITISH CELANESE LIMITED 


MATERIALLY INCREASED TURNOVER 
FINANCIAL POSITION STRENGTHENED 
MR G. H. WHIGHAM’S ADDRESS 


The thirtieth annual general meeting of 
the company was held on November 24, 
1949, at Winchester House, Old Broad Street, 
London, E.C.2, Mr G. H. Whigham, Chair- 
man, presiding. 

The Secretary read the notice convening 
the meeting, and Mr Lister, of Messrs 
Thomson McLintock and Company, read the 
auditors’ report. 


The Chairman said: Ladies and gentle- 
men, I regret that Dr Camille Dreyfus and 
Mr Hill-Wood are unable to be present. 
Following our usual practice, I propose that 
the reports and accounts be considered as 
read. The net profit of the Group before 
taxation constitutes a further record and 
shows a substantial increase over the pre- 
vious year, although trading covered only 52 
weeks as against 53 weeks last year. 


Dealing with British Celanese only, net 
working capital at the beginning of the year 
under review was £5,735,000. This amount 
was augmented during the year by 
£1,122,000 represented by trading profits 
(before depreciation), less taxation and divi- 
dends paid, etc. From these total resources 
of £6,857,000, £1,437,000 was expended on 
buildings, plant, etc., £42,000 on additional 
investment in subsidiary companies and 
£54,000 in debenture stock redemption. 
These expenditures, totalling £1,533,000, 
therefore left us with net working capital at 
July 2, 1949, of £5,324,000. 


GROWTH OF RESERVES 


The financial position shows the steady 
strengthening which has taken place this 
year. Reserves, excluding reserve for future 
taxation, rose during the year from 
£1,666,000 to £2,274,000. I made reference 
last year to the plant replacement and 
special obsolescence reserve, to which 
account we have set aside this year a further 
£200,000. 


It is interesting to note that during the 
past four years to July 2, 1949, total current 
assets increased by £4,820,000, which in- 
cluded a cash increase of £2,140,000 and an 
increase in stocks, which are not excessive, of 
£1,800,000. Net current assets increased by 
£2,400,000, and during the same _ period 
approximately £3,340,000 has been expended 
on new plant extensions, modernisation and 
replacements. The increase in the liquid 
position and the cost of the substantial plant 
extensions, modernisation, etc., which 
together have amounted to £5,740,000, have 
been achieved out of the company’s own 
resources, other than in respect of £1,800,000 
raised by the issue of first preference shares. 


TAXATION AND DIVIDENDS 


A further £250,000 has been placed to the 
credit of taxation equalisation account, which 
now stands at £480,000. The larger amount 
set aside this year follows upon the increased 
capital expenditure during the A ther 
with the increased rate of the Initial w- 
ance announced in the last Budget and which 
was effective during the last quarter of the 
financial year. It is important to realise 
saaciieen iaeiaeiieas: Allowances have 
assis in em of i 
increased replacemcnt costs, age mA 
remains that, over the life of the plant, only 
the original cost of that plant is allowed as 
a deduction for tax purposes The tax relief 


on the Initial Allowances in fact 

only to the granting of an interest-free 
which must be repaid during part of the 
time that the buildings and plant are in use 


The small benefit in effect i 
been more than taken away aoe 
imposition of a 20 per cent. increase in the 
tax on distributed profits. Profits tax, which 
is indefensible in a country with a 
progressive system of taxation on person 
incomes, bears particularly hard upon the 
ordinary stockholders in a company such as 
ours, having the obligation to Pay heavy 
preference dividends and other fixed interest 
charges. It is a fallacy to state that profits 
tax has no effect upon the export trade, The 
export market is becoming more and more 
competitive and we are being exhorted » 
produce more and better quality goods at 
lower prices. This can only be achieved 
modernising and increasing our buildings and 
plant, and this necessitates the outlay of 
substantial capital. I have explained that 
much has already been done from our own 
resources, but much more would have 
and could be, accomplished if we had ayail- 
able each year the amount provided for 
profits tax, which, since the ending of E.PT, 
at the end of 1946, has amounted to about 
£600,000 after deducting income tax relief. 


DEVELOPMENT HAMPERED 


I therefore say most definitely that this 
tax is seriously hampering our development 
by reducing the amount available for expan- 
sion and modernisation which are essential 
to maintain our competitive position im the 
export market. 


In the year ended June, 1923—roughly 
the same time after the first world war as 
we now stand after the second—if a com- 
pany had distributed all its profits as divi- 
dends, it would have paid out in taxation a 
maximum of £36 for every £100 net paid w 
its shareholders. Now, apart from any 
exceptional circumstances, a company which 
distributed the whole of its profits woul 
pay £142 in taxation for every £100 net paid 
to shareholders. Naturally, if any lower 
proportion were distributed, the ratio of taxa- 
tion to the net dividend payment would rise. 
For example, so far as we are concer 
the amount set aside this year for taxation 
was equivalent to £370 for every £100 net 
distributed or recommended to be distributed 
as dividends. 


In addition, the Government has a 
interest in the undistributed part of the com- 
pany’s profits for any year, because these 
undistributed profits are practically all 
placed to reserve and expended on expansion 
or replacement of plant, etc., which tends 0 
ensure a continuity of satisfactory fumure 
profits, of which, no doubt, successive 
Governments will help themselves to a li 
portion. Every employee of the company 
also benefits from this ploughing back of 
undistributed profits, as it tends to ensuft 
satisfactory éf cas business Ba means 
continuity employment. us 
ment and labour have a stake in these profits 
as well as the shareholder. 


DIVIDEND AGAIN 8 PER CENT. 


In conformity with the voluntary -— 
ment made between corporate ind 
the Chancellor, your Board again recom- 
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mends an ordinary dividend of 8 per cent., 
despite the fact that, even adopting a most 
conservative financial policy, an appreciable 
increase would have been justified. The last 
jsue of ordinary shares was made in 1928 
and the first dividend on the ordinary stock 
was paid in February, 1945. Apportioning 
over the period 1928-1949 the total divi- 
dends paid since 1945 to ordinary stock- 
holders, including that recommended in the 
present accounts, the average annual return 
js just over 2} per cent., less tax. This is 
certainly not an excessive return, 

It is the ordinary stockholder who bears 
the greater part of the risks connected with 
industry. What inducement is he offered 
when, in the face of rising costs of living, the 
immediate reward is restricted by continued 
dividend limitation and an unjust burden 
imposed on him through a penal profits tax ? 


It was explained in the speech last year 
how the money received for our products, 
less the cost of materials, etc., was distri- 
buted between the employees, the Govern- 
ment and the stockholders. This year the 
net amount paid out in dividends is 1s. 3d. 
in the f. Labour received lls. 10d., less 
10d. P.A.Y.E., and the Government received 
in total taxation (including P.A.Y.E.) 5s. 9d. 
This left 2s., of which 6d. was required for 
repayment of Funding Certificates, leaving 
Is. 6d. towards strengthening the company’s 


position. 
TRADING RESULTS 


The turnover of the Group was materially 
increased over the previous year, despite a 
slightly shorter trading period. Sales of 
plastics failed to reach last year’s level in 
consequence of the falling off in the demand 
for certain lines which I mentioned when I 
last spoke to you. Since then, however, 
there has been an encouraging recovery. The 
year saw a gradual relaxation of regulations 
governing the textile trade at home, the most 
important event being the freeing of cloth- 
ing and other textile goods from consumer 
rationing control in March. 


Notwithstanding increases in wages-rates 
granted during the year and the continued 
tise in price of many of the materials and 
services which we have to buy, amongst 
which coal is an important factor, there were 
signs towards the close of the year that the 
upward trend in the cost of yarn, to which I 
referred when I last spoke to you, was being 
halted. This satisfactory state of affairs was 
partly due to an increase in production and 
partly to a fall in the price of our main raw 
materials. The benefit of this latter reduc- 
tion has now been largely nullified by 
devaluation of sterling. 


EXPORTS INCREASED 


There was a considerable increase in your 
company’s exports as compared with the 
previous year; in fact, they constitute a 
record. This increase was general to all our 
main products and to the majority of our 
important markets ; the overall rate of in- 
crease was not being maintained in the last 
quarter of the financial year. 


‘Throughout the period we were struggling 
with the overseas difficulties of import quotas, 
duties and other restrictions, and, in addition, 

the spring of this year competition was 
more intense, especially in the more im- 
portant hard currency markets, namely, the 
Americas, Canada, Switzerland and Belgium. 
It so happens that these countries have highly 
competitive rayon industries ; 
Consequently, it is not easy .to sell to them. 
Nevertheless, we had built up a steady busi- 
ness in some of these markets, thus earning 
an appreciable amount of hard currency. 
devaluation of sterling will assist us 
further not only in the hard currency 

4 but also in other markets where 
Prices or other factors had curtailed our 
Opportunities. 


LARGE UNSATISFIED DEMAND 


There is a very large unsatisfied demand 
for cellulose acetate rayon overseas, even in 
markets which are themselves large-scale 
producers of other types of rayon. Your 
company will stand to benefit provided that 
the restrictions, which in certain markets are 
hindering imports, are removed or relaxed. It 
is therefore important that the Board of 
Trade should take particular care to ensure 
that our industry is given the maximum 
Scope in any trade agreements which they 
may make with other countries. 


It is difficult to obtain the latest and most 
suitable textile machinery in this country, 
and delivery dates for home-produced 
machinery run into years. Without modern 
machinery it will be increasingly difficult for 
textile manufacturers to produce goods of 
the quality and at the price necessary to 
compete in foreign markets. The Govern- 
ment would be doing a great service to the 
industry and to the export drive if they 
would facilitate the importation of the latest 
machinery into this country from America 
and Switzerland, which are really the only 
sources of supply from which such machines 
could be obtained within a reasonable length 
of time. 


VISITS OVERSEAS 


During the year, visits have been made by 
the directors or executives of British Celanese 
(Overseas) Limited to nearly all the 
Dominions and a large number of other 
countries. 


Two members of your Board and a large 
number of our technical and commercial 
executives visited the United States and 
Canada recently to keep in touch with 
general conditions and technical develop- 
ments there. 


We must again acknowledge the continu- 
ing understanding with which our home 
trade customers have accepted such limited 
quantities of textiles as we were able to make 
available to them in consequence of the high 
proportion of our production which was 
exported. 


RESEARCH AND DEVELOPMENT 


Research work in connection with the 
three main branches of our industry has 
continued actively throughout the year under 
review. 


During the last year or two, considerable 
ublicity has been given to the establishing 
in this country of chemical industries based 
upon the use of petroleum. Our own oil- 
cracking installation, which was primarily 
erected for the provision of some of the basic 
materials required for our main products, has 
now been operating for a number of years 
and our research staff have made a number 
of contributions to the rapidly accumulating 
knowledge of this technique. In the U.S.A. 
the requirements of the cellulose acetate 
industry in acetone and acetic acid have 
hitherto accounted for the largest volume of 
organic chemicals made from petroleum, At 
the same time, the wider potentialities of this 
rapidly developing source of raw materials 
are being actively explored by us. 


Less easy to assess, but ultimately of equal 
importance for the progress of the company, 
are our long-term research projects. Our 
scientific staff realise the importance of keep- 
ing abreast of world discovery. 


In the textile section, steady progress has 
been made in the improvement of existing 
processes, both by the adoption of modified 
techniques and the installation of new 
machinery, some of which we design and 
construct ourselves. 

Our interest in plastics has continued 
mainly in cellulose derivatives, and during 
the year we have developed several new uses 
and methods of application. 
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PLANT EXPANSION 


The expansion of celiulose acetate and 
chemical plant at Spondon embodied in our 
general expansion scheme is nearing com- 
pietion. Modernisation of plant at Spondon 
has progressed well during the year. Your 
Board have constantly in mind the import- 
ance of maintaining the plants up to the 
highest modern standards, and it is their 
intention to undertake a considerable amount 
of this work each year. 


As regards the proposed yarn spinning 
plant at Wrexham, nearly all the outstanding 
points have been finalised with the Indus- 
trial Estate Company. Further capital will 
require to be raised in order to build the first 
unit of the plant, and your Board are con- 
sidering how best this can be achieved. 


The factory buildings at Wigan are now 
complete and the installation of plant con- 
tinues, and production has now commenced. 


The Blyth factory buildings are complete 
and we are installing machinery, At Jarrow, 
we expect to occupy the main building by 
the middle of 1 ; meanwhile, we have 
installed some machinery in a building which 
we occupy on short-term lease, thus enabling 
us to progress with the training of labour and 
to commence production pending completion 
of the main buildings. 


GENERAL OUTLOOK 


Nothing has occurred during the past year 
to alter the opinion of your Board that the 
long-term outlook for the rayon industry is 
still favourable and that fundamentally the 
outlook for plastics is also good, but we must 
always keep in mind the uncertainty regard- 
ing the future trading position of Germany 
and Japan in the world markets. In both of 
these countries controls are being lessened 
and more responsibility is being handed over 
to the national governments and to industry. 


The immediate prospects have, of course, 
been profoundly. modified by the devaluation 
of sterling. So long as we can obtain modern 
machinery to enable us to keep abreast of 
quality requirements, and so long as our 
costs can be kept within reasonable bounds, 
we can look forward to satisfactory domestic 
business and to an expanding and profitable 
export trade. As a large part of the products 
made by our customers from our yarn is 
also qreceied these factors apply to them 
as well. 


The continuance of the opportunity 
depends on costs. Broadly, costs which 
enter into our manufactures are of four kinds. 
They are: —* 

(1) The cost of imported raw materials, 

(2) The labour cost, 

(3) The cost of materials and services 
bought in this country, 

(4) The cost of providing and maintaining 
plant. 

Both the last two items will, of course, 
often include raw materials imported for the 
use of our suppliers. 


RAW MATERIALS POSITION 


As regards raw materials, it is important to 
realise the very small demands m by this 
company upon dollar exchange as compared 
with, for example, those made bv the. cotton 
industry. At the end of the financial r 
under review (before devaluation} the oP a 
ing position held: — 

Five shillings of foreign exchange spent on 
American raw cotton bought enough to make 
23 lb. of cotton yarn, which, if exported at 
the then current average prices, would pro- 
duce 10s, 9d. of foreign exchange. 

Five shillings of foreign exchange spent on 
American cotton linters and other dollar 
materials bought enough to make 14} Ib. 
of Celanese yarn, which, if exported at the 
then current average prices, would produce 
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82s. 9d. of foreign exchange. The devalua- 
tion of sterling makes the comparison even 
more favourable to your company’s products. 


The advantage which your company pos- 
sesses in the matter of imported raw 
materials does not extend to the other three 
factors affecting costs. In these, we shall 
gain or lose in the same way as all other 
industries in the country. 


REALISTIC ATTITUDE ESSENTIAL 


It is essential, therefore, that a realistic 
attitude should be taken by those who con- 
trol what industry has to pay, that is to say, 


suppliers, labour generally, and especially the 
nationalised services who enjoy a monopoly 
in the supply of coal, gas, electricity and 
transport. Restraint in their demands and a 
regard to the national interest is essential to 
enable our exporting industries to maintain 
the equilibrium in the balance of trade upon 
which the livelihood of the nation depends. 
I take this opportunity, on behalf of the 
Board, of thanking all our employees for the 
excellent services rendered by them during 
the year under review and which have con- 
tributed to the satisfactory results before you. 


The report and accounts were approved. 





ODEON THEATRES AND SUBSIDIARY 
COMPANIES 


BURDEN OF ENTERTAINMENT TAX THREATENS FUTURE 
MOST HEAVILY TAXED INDUSTRY 


The twelfth annual general meeting of 
Odeon Theatres, Limited, and the annual 
meetings of its subsidiary companies, British 
and Domimons Film Corporation, Limited, 
Gaumont-British Picture Corporation, 
Limited, Odeon Associated Theatres, 
Limited, and Odeon Properties, Limited, 
were held on November 30th, at the 
Derchester Hotel, London, W. Mr J. 
Arthur Rank, D.L., J.P., the chairman, pre- 
siding. 

The following are extracts from his 
statement, which was circulated with the 
report and accounts for the 52 weeks ended 
June 25, 1949:— 


The financial year which ended on June 
25, 1949, promised well in its early months, 
but subsequently proved an unsatisfactory 
and disappointing one. Though the difficul- 
ties and setbacks we have experienced have, 
in varying degrees, been common te the film 
industry as a whole, the year has proved a 
particularly unhappy one for us. A falling 
off in attendance at theatres was accentuated 
by an unusually fine spring and early sum- 
mer, while unfortunately the increase in the 
number of films we produced resulted in 
too large a proportion lacking the qualities 
and popular appeal which ensure success. 


TRADING PROFITS 


Trading profits show a fall of £4,321,453, 
which reflects a loss on production of 
approximately £3,350,000 after taking into 
account non-recurring credits arising out of 
the change in the basis of valuation of films 
which is dealt with in the directors’ reports. 


After providing £1,169,779 for deprecia- 
tion and amortisation there is a net loss of 
£746,747. Taxation requires £716,729 
(after crediting tax recoverable of £510,000) 
representing tax on the profits of certain 
theatre owning and manufacturing com- 
panies: the amount of the tax liability would 
be less but for the fact that amortisation of 
theatre properties, although a proper charge 
against profits, is not an allowable charge for 
tax purposes. Outside shareholders’ pro- 
portion of the profits of theatre owning and 
manufacturing companies amounts to 
£669,780. 


After crediting net transfers from revenue 
reserves of approximately £1,340,000, and 
the amount of s waived holding com- 
pany of £648,757, a it balance 
£33,010 is left to be carried forward on the 
consolidated profit and loss account. 


dT Wageetcnin oa cern ae 
represents an amount 

Odeon Theatres, Limited, to Manorfield 
Investments, Limited, a company controlled 
by my wife and myself. It is the considera- 


tion for that company’s share interests in 
General Cinema Finance Corporation, 
Limited, which were acquired by Odeon 
Theatres, Limited, in December, 1947. 
It was agreed to leave this amount on loan 
to the company on December, 1952. 


Manorfield, at the request of my wife and 
myself, has since Jume 25, 1949, made a gift 
of this amount to Odeon Theatres, Limited, 
together with the interest, £24,262 (gross) for 
the year to June, 1949, 


FILM PRODUCTION RESULTS 


At the beginning of August, 1947, a Statu- 
tory Ordei was made, S.R. & O. No. 1690 
of 1947, which imposed a heavy import duty 
on all foreign films entering this country. 
Although this duty remained in force for 
nine months, no revenue was collected under 
it, because producers of American and other 
foreign films regarded it as a confiscatory 
measure and withheld their films. 


The British industry was thus called upon 
to produce films so that dollars could be 
saved, and entertainment could nevertheless 
be provided for the millions of people who 
go to the cimematograph theatres every week. 
It was a duty and an opportunity; and in the 
circumstances in which decisions then had 
to be made there seemed to me only one 
answer. 


We therefore made plans to increase the 
number of films we would have in produc- 
tion. The effect of such plans in the produc- 
tion field are necessarily long-term and the 
consequences, whether successful or unsuc- 
cessful, cannor be fully assessed for eighteen 
— or two years after the decisions are 
made. 


SETTLEMENT WITH AMERICAN INDUSTRY 


As you know, the settlement reached in 
March, 1948, resulted in the r 1 of the 
import duty and the re-entry American 
films into this country in June, 1948. 


As a result a large part of the increased 
number of British films had to be released in 
competition with almost two years’ output of 
the American studios. 


Unfortunately, many of the films we pro- 
duced were not of a quality to ensure even 
reasonable returns. It can now be seen that 
our plans to meet an unexpected and critical 
situation were too ambitious. 


ENTERTAINMENT TAX 


Before dealing with our plans for film pro- 
duction in the future I must first deal with 
the burden of entertainment tax with which, 
in my view, the whole future of the produc- 
tion industry is so closely bound up. In the 
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556 theatres controlled by thi 

public paid £27,500,000 by way of adana soe 
prices, and of this no less than £10, 

went straight to the Revenue as ent 


tax. Srtainiment 


Out of this £10,500,000 the amount paid 
us im respect of programmes in which 
British picture was the first feature co 
£4,500,000. Nearly all these British first 
features were made in our Studios, and ; 
follows therefore that in a year in ‘which | 
have had to report to you a loss on Production 
of £3,350,000 we have paid to the Exchequer 
out of our own theatres entertainment tax 
earned by British films which exceeds the loss 
by over £1,000,000. 

When it is realised that the films we pro- 
duce are played not only in our own 
but also in theares operated by independent 
exhibitors who in their turn pay entertain. 
ment tax, tax paid in respect of programmes 
in which these British films were the first 
feature must have amounted in the year to q 
total which cannot be less than £9,000,000 or 
os short of three times the losses we have 
made. 


FUTURE FILM PRODUCTION 


When the full extent of the losses had 
become apparent, your directors approached 
the problem of the future with a grave sense 
of responsibility. 

If we can make fewer films of better quality 
we maintain our facilities and keep in em- 
ployment a proportion of our creative talent 
and our technicians so that. when. as I feel 
is reasonably to be expected, production can 
be embarked upon without loss the industry 
can again march forward as I am sure it will. 
During the year important economies have 
been made, and these are now beginning to be 
reflected in our cost of production 


We have decided to plan for the shooting 
of between six and ten films during the six 
months ending June, 1950, which will keep 
our studios turning over and in first-class 
condition, and enable us to maintain the 
nucleus of our production organisation 


I hope that before a decision has to be 
made as to the period following June the Gov- 
ernment will have considered the problems 
of the industry, and will have announced an 
alleviation of the burden of entertainment 
tax. Unless conditions, however, do im- 
prove we may then have to make the un- 
welcome decision that production must cease. 


EXHIBITION 


Domestic.—The welding together of the 
administration of two great circuits has not 
been an easy task, but it has been 
energetically and successfully. The two 
circuits are well run today by an 
organisation and material savings in the cost 
of operation have been effected. 

We are booking fine paras in out 
theatres, are running a specia 
cam non in connection with them, and afe 
confident that we shall secure our share of 
the volume of business which is 4 
There are signs that the public has been 
forced to reduce the amount it spends oa 
entertainment. 


Overseas.—Our overseas operation com 
tinues to make progress and while not being 
an important source of eneees revenue 
to the group is in my view an as: 
assists considerably in the distribution of out 
films overseas, and the film hire which ® 
earned, and over a period of time will ge 
increasing returns. 


DISTRIBUTION 


tion organisations in overseas ceria = 
continuing to bear fruit, and to prove 
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fom a long-term ‘point of view it is the 
only way to secure Maximum returns on 
the distribution of our 


TAXATION’S HEAVY HANDICAP 


Addressing the meeting, the chairman 
said; We are certainly the industry which 
is most heavily handicapped by taxation in 
this country and, as J believe, the only 
industry of national importance which is so 
heavily burdened that losses are almost in- 
evitable. Entertainment Tax has gone up 
in the last ten years from approximately 
12} per cent of the box-office receipts to 
neatly 40 per cent today. 


You mav be interested to know how 
Entertainment Tax affected our recoupment 
of the cost of “Henry V.” This film cost 
approximately half a million pounds, and 
bas been hailed in almost every country in 
the world as a masterpiece of the cinematic 
at It has won great academic honours. 
and many millions of people of all nations 
have seen it. But although it went into pro- 
duction in 1943, and was first released in 
London in November, 1944, it was only 
come four weeks ago that this great film had 
recouped the cost of its negative. In the 
same period it has contributed more than 
£400,000 in Entertainment Tax. 


So we have a film produced by Sir 
Laurence Olivier, tax £400,000, and a stage 
play produced by him, tax nothing. Simi- 
larly, if we present Mr Sid Field or Mr 
Danny Kave in the flesh at one theatre, and 
were to film the same act and then show 
the film in a cinema theatre next door, those 
who paid for admission to the cinema would 
make a much larger contribution by way of 
Entertainment Tax than the _ theatre 
audience, who, indeed, might, under the 
concession I have just mentioned, pay no 
tax at all. 


COMPARISON WITH THE LIVE THEATRE 


During the first 16 weeks of the current 
financial ycar we paid Entertainment Tax 
im iespect of attendances at your cinema 
theatres of £2,990,000. If we had been 
taxed on the basis of the live theatre we 
should have paid approximately £750,000. 
In other words, we paid four times what 
the live theatre would have paid, although 
our costs of production and operation are 
as high as theirs and, on the whole, we 
cater for a much larger public in the lower 
wage groups than does the live theatre. 


It is estimated that the domestic market 
of the United States for American films is 
6 per cent of the world market and that 
cur domestic market is 15 per cent; but in 
America the Entertainment Tax is approxi- 
mately 16 per cent, while here it is nearly 
40 per cent. If the American industry has 
MS anxieties as it is said to have, how can 
we hope to succeed. with this unrealistic 
weight of taxation around our necks. 


There is, of course. another side to this 
story—the export trade. America has said 
fot many years that business follows the 
film; I have had many instances drawn to 
my attention where our films have helped 
the sale of British goods overseas. We have 

ught back many millions from the 
export markets, some in hard currencies, 
‘ome in soft. This not only represents a 
contribution to the export drive, but in 
addition, wherever a British film plays in the 
Sterling area the film hire which is earned 

the drain on the dollars available in 
the sterling area. 


At the meeting of Odeon Theatres, 
ted, the report and accounts were 
ed, and a vote of thanks was 

to the chairman. 

At the meetings of each of the other 


Companies the report and accounts were 
also adopted. 


RONEO. LIMITED 


ANOTHER SUCCESSFUL YEAR’S TRADING 
EXPANSION OF EXPORT BUSINESS 
SIR GREVILLE S. MAGINNESS ON TAXATION BURDEN 


The forty-second annual general meeting 
of Roneo, Limited, was held on November 
wet at the Hoiborn Restaurant, London, 


Sir Greville S. Maginness, the chairman, 
who presided, said:—The accounts now 
before th: stockholders cover—as indicated 
by me in my annual review last year—the 
nine months ended June 30, 1949, in respect 
of the parent company and twelve months to 
the same date for foreign branches and sub- 
sidiary companies. The profit on trading 
compared very favourably with that earned 
during the previous year, and this was due 
to two main causes, both of a highly gratify- 
ing nature. QOur sales were substantially in- 
creased and, in fact, were little less during 
the nine months than the whole of the pre- 
vious year. More important still—the level 
of efficiency both on the manufacturing and 
selling sides of our operations reached a 
higher standard than ever before. 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


After providing £59,616 for depreciation 
and amounts written off, the profit before 
taxation was £416,249. Taxation called for 
£284,293, or 68 per cent. of the profit—a 
penal percentage. 


Net profit for the period amounted to 
£131,956. We propose out of profits earned 
to transfer te plant replacement reserve the 
sum of £46,468, bringing the total reserve 
under this heading to £120,000, and to 
general reserve a further £30,000, raising 
this figure in the balance sheet to £220,000. 


LIQUID ASSETS 


Stocks on hand and work im progress are 
up by approximately £107,000 due to in- 
creased turnover. Debtors are little changed, 
but creditors are up by about £50,000. Cash 
and tax reserve certificates show a satisfac- 
tory increase of no less than £100,000 com- 
pared with last year. 


The liquid assets have increased to 
approximately £1,970,000, or more than 
£1,150,000 in excess of liabilities. The 
financial position and liquidity of your busi- 
ness have thus been further strengthened 
during the period covered by the report now 
before you. 


DIVIDENDS 


Preference dividends are today being paid 
for three months to June 30th last. It is the 
intention of your board that these should in 
future be paid on January Ist and July Ist 
in each year. Preference stockholders will, 
therefore, receive 15 months’ dividend in the 
current fiscal year to April 5, 1950. 


The final dividend recommended to be 
paid on the ordinary stock for the period 
of nine months (including twelve months for 
foreign branches and subsidiary companies) 
is 10 per cent., making a total of 15 per cent. 
for the period This must not be taken as 
any indication that the future dividend on 
the ordinary stock will be increased. 


TRADING 


All sections of the business showed a satis- 
factory advance both in volume and value 
of sales, although the increase in ry steel 

i t ent was restricted owing 
to rE ceed slitataa of steel sheets 
which still hampers the full production 


sale of filing cabinets, Roneodex cabinets, 
desks, cupboards, partitioning, and all the 
many lines of steel office equipment in the 
manufacture of which the company is 
engaged. 


The new Roneo “500” Series I1 Dupli- 
cator with its special inking system has won 
many new friends and is now firmly esta- 
lished on the market. Encouraged by the 
successful results experienced with this 
machine, your company introduced a few 
months ago another model—the Roneo 
“150 ”—well worthy to take its place by the 
side of the “500.” This machine is the only 
portable duplicator on the market with 
totally enclosed full automatic inking, and is 
freely acknowledged by competent judges as 
an outstanding machine in its particular 
class. Sales both at home and abroad have 
fully justified its introduction and afford 
ample evidence that it fills a long-felt want. 


EXPORTS 


Notwithstanding the many continued 
restrictions and difficulties in the conduct ot 
foreign trade, I am pleased to report a 
further substantial improvement in this in- 
creasingly important sphere of the company’s 
activities. 


Our sales abroad during the nine months 
ended June 30th last surpassed those of the 
previous 12 months by over 10 per cent.— 
an achievement of which we can feel justi- 
fiably proud. We have also in the present 
calendar year exceeded by 28 per cent. the 
quotas which the Government set us for our 
export trade. Jn fact, exports of the products 
of the company have shown a gratifying 
expansion since the end of the war with a 
substantial increase each year over the pre- 
ceding year. These results have only been 
made possible by the production of goods of 
the highest quality at competitive prices, 
backed by the most forceful trading methods. 


Conditions are now, however, much more 
difficult in export markets. Competition con- 
tinues to grow and is certain to become more 
intensified in the future. The need for 
reduced costs is, therefore, now more vital 
and insistent than ever. Unfortunately, the 
cost of many items such as our main raw 
materials, coal, transport, electricity, etc., is 
quite outside our control and we have no say 
in the prices which we are called upon to 
pay for them. In that field, however, where 
We can reduce costs by greater manufactur- 
ing efficiency, improved sales methods and 
increased managerial competence, no effort 
has or will be spared to enable us to con- 
tinue to market our products at home and 
abroad. 


TAXATION 


When last year I referred to the necessity 
of this country expanding its export trade 
I ventured to say that this could not be 
achieved by everyone looking to the state to 
secure him against all the risks of life, but 
by keeping alive the spirit of enterprise and 
adventure which gave this country its in- 
dustrial leadership in the past, and by en- 
couraging those who are prepared to do so 
to take the harder road to win the 
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port, we inevitably face not only the lower- 
ing of even our present standards of living 
but also grave unemployment and all that 
such a state of things brings with it. The 
expansion of our export trade is, therefore, 
the most dominating of all the problems 
which confront our country today, and I 
sincerely hope that this has been brought 
home to the whole nation at last. 


There are some who think that this ex- 
pansion of our business abroad can be 
achieved without harder work but merely by 
exhortation and Government planning. I 
do not discount these methods, but I hold 
the view that harder work by every member 
of the community is fundamental to the 
solution of our problems, and that so long 
as human nature remains what it is the 
most effective and direct incentive to harder 
work is—as was recently said by the Lord 
President of the Council—that “ The man 
who does a better day’s work than the next 
man should be entitled to correspondingly 
better earnings.” When I speak of “ earn- 
ings” I mean the money which the man 
retains after the state has deducted its taxes 
fram him, and it is because taxation today 
has assumed such dimensions that the in- 
centive to harder work has lost its old force 
and meaning. At the present time the Ex- 
cheaguer absorbs no less than 40 per cent. 
of the nation’s entire income. Such benefits 
as the state provides with that money appear 
to be taken more or less for granted. It 
does not seem to be realised that the Trea- 
sury is not a creator of wealth but merely 
the instrument for collecting and redistri- 
buting wealth earned by those who produce. 
We have, therefore, reached a stage, in my 
view, when in locking to the state as the 
universal provider the tax deductions from 
the earnings of all classes are so frustrating 
as to damp down the energy of every section 
of the community, and to make the ordinary 
man and woman wonder whether harder 
work is really worth while. If I am asked 
to say where state expenditure should be 
cut I can only reply that such expenditure 
is the result of national policy laid down 
by Parliament and that it is, therefore, Parlia- 
ment which is charged with that responsi- 
bility. As I see it, it is the duty of our 
political leaders to create the conditions in 
which the natural energy and resourceful- 
ness of our people can have the freest and 
fullest scope. But I think that industry 
would be failing in its duty if it did not 
voice its conviction that there must be a 
substantial lessening of the present burden 
of taxation if we are to secure the higher 
production essential for our national re- 
covery. 


The satisfactory results now before the 
stockholders are due in no small measure 
to team work and a common purpose be- 
tween the management and the employees. 
The board wish to record their sincere 
appreciation of the efforts of all those who 
have made their contribution to another 
successful trading period, and I am sure 
that stockholders will desire to associate 
themselves with this expression of thanks. 


The report and accounts were unanimously 
adopted. 


GOLD EXPLORATION AND 
FINANCE OF AUSTRALIA 


LIQUIDATION APPROVED 


Sir Walter Massy-Green, K.C.M.G., pre- 
sided at an extraordinary general meeting of 
Gold Exploration and Finance Company of 
Australia, Limited, in Melbourne, Australia, 
on November ; at which resolutions were 
passed liquidation of the com- 
pany the sale of all assets (other than 
estern 
shares 


M Cor i - e 
) to Western Mining in ene e 
1,476,618 fully paid Western Mining shares. 


The liquidator will hold 2,739,050 Western 
Mining paid shares and he has been 
authorised to distribute 150 shares for each 
100 units of Gold Exploration _ stock. 
Western Mining plans to pay a dividend of 
6d. (A) per share equivalent to 9d. (A) per 
unit of Gold Exploration stock. Western 
Mining proposes to convert its fully paid 
shares into stock before the liquidator makes 
his distribution. 

At the fifteenth annual general meeting of 
the company held immediately prior to the 
extraordinary general meeting, the members 
adopted the Board’s circulated statement. 
This reported that the control and manage- 
ment of the company was transferred to 
Australia as from January 1, 1949, and ex- 
plained that the company’s principal sub- 
sidiary, Western Mining (in which it holds 
a 97 per cent. interest), had deferred pay- 
ment of a dividend pending completion of 
the amalgamation. This resulted in a loss to 
the company of £11,936 for the year ended 
March 31, 1949. For the same period 
Western Mining profit was £A271,345. 


Mr W. S. Robinson has agreed to act as 
adviser to Western Mining, the chairman 
and Messrs. G. Lindesay Clark and F. F. 
Espie are already directors of Western 
Mining, and Mr J. Stanley Murray has 
agreed to join the board. 

The chairman also reported: —*“ The 
company is now in liquidation, and the 
liquidator, Mr Leslie Edwards has asked me 
to indicate to you his present intentions. He 
proposes to enier into the Adopting Agree- 
ment with Western Mining Corporation, 
Limited forthwith, and, on W.M.C., Limited 
becoming bound by the agreement, to send 
to all members letters indicating the holding 
they will eventually receive in that com- 
pany. These letters should be ready for dis- 
patch by December 12th, and will advise 
the procedure necessary to enable members 
to become the registered holders of stock 
in Western Mining Corporation Limited.” 





HERRBURGER BROOKS, 
LIMITED 
STRONG POSITION 


The twenty-ninth annual general meeting 
of Herrburger Brooks, Limited, was held in 
London on November 30th, Sir Louis 
Sterling, the chairman, presiding. 

The following is an extract from his 
circulated report : — 

The directors are pleased to report once 
again an increase in the profit earned over 
that of the previous year. Although taxation 
absorbs £1,750 more than last year, the net 
amount available for distribution has in- 
creased by £940. 

The balance sheet continues to reveal a 
strong financial position, although its struc- 
ture will show considerable alteration next 
year by reason of the repayment of capital at 
the rate of 5s per share. Liabilities in respect 
of creditors have increased by nearly £6,000 
but this increase is of a normal nature, and 
arises mainly from the improved position with 
regard to supplies of timber required for our 
business. I have commented in previous 
years on the difficulties we were experiencing 
in connection with the shortage of timber, 
but I am now pleased to report that, at any 
rate so far as the immediate future is con- 
cerned, quantities of timber have become 
available, end purchases already made are 
largely reficcted in the figure of stock in hand, 
which now appears at a considerably in- 
creased amount. “Cash” and “sundry 
debtors ” have both increased, and the posi- 
tion generally is satisfactory. 

The piano tade is still almost wholly 
devoted to export business, although the 


home_ market subject to the satisfaction of 
— réquirements, 
report was adopted. 
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CABLE AND WIRELESS 
(HOLDING), LIMITED 


THE RECONSTRUCTION SCHEME 


A meeting of the ordin stockholders 
Cable and Wireless (Holding), Limited, a 
held on November 25th in London, © con- 
sider a scheme of reconstruction. 


Sir Edward Wilshaw, K.C_M.G. (the gover. 
nor), in the course of his speech, said: | 
think I am entitled to say that the sche: 
judged purely as a scheme of reconstructi 
has been universally admitted to be fair and 
reasonable to all classes of shareholders jn 
the various companies involved. 

At the annual general meeting of the com. 
pany in April last I stated that your directors 
considered that it would be in the best in- 
terests of the stockholders to distribute 3 
substantial portion of the compensation to the 
existing stockholders. In the present scheme 
your directors have gone even further than 
that and have in fact proposed the distriby- 
tion of the whole of the compensation a 
which they thought would be received with 
enthusiasm, After the announcement of the 
scheme it has, however, become evident that 
there is a wide divergence of opinion be- 
tween various sections of stockholders. There 
are those who desire total liquidation ; there 
are those who desire a greater distribution 
of cash and there are those who have sup- 
ported the present scheme as it stands. Tt 
appears to me that none of these categories 
loses anything by adopting the present 
scheme, which does not preclude some other 
arrangement being made later, but which 
does clear up a number of legal and financial 
complications which arise owing to the 
existence of the subsidiary companies. 


BOARD'S INTENTION 


Your directors would not wish to regard 
as final any scheme which did not fall in 
with the views of a substantial majority of 
the stockholders. Therefore, your directors 
intend, whether the present scheme is 
accepted or not, to endeavour to bridge the 
gap between the various divergent opinions. 
They consider that it is not impossible nor 
beyond human ingenuity to do this. 
therefore, they are firmly convinced that 
the present scheme should be accepted—and 
they strongly advise you to accept it—they 
will in any event forthwith endeavour to 
put before you proposals designed to bring 
together as far as possible the divergent views 
to which I have referred. 


I realise that even if those who are preseat 
at this meeting are convinced by the remarks 
which I have made today, there is the 
strong probability, judging by the number 
of adverse proxies lodged with us, that the 
scheme will be rejected. In that event no 
time whatever will be lost by your directors 
in putting before you fresh proposals 1 
eliminate the uncertainty and stalemate 
which would otherwise arise. 


BENEFITS FOR ORDINARY STOCKHOLDERS 


It is my considered opinion that the scheme 
is beneficial to every ordinary st ) 
and I have yet to learn of any reason to a 
contrary. It provides for the outpayment 
£30 million odd to stockholders—it removes 
a number of legal difficulties and_ simplifies 
the structure of the undertaking. 

A lengthy discussion ensued in the cours 
of which ? waned of stockholders spoke in 
favour of the scheme while others spo 
against it. ia 

A card vote was taken, and the same. 
cedure was followed at a subsequent — 


ordinary general mecting of the compiay © 
at meetings of the Eastern Telegraph Com 
pany and the other subsidiary companies 


concerned. 
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THE WALL PAPER 
MANUFACTURERS 
LIMITED 


MR ALFRED WHITTLE ON 
NATIONAL RECOVERY 


The fiftieth annual general meeting of The 
Wall Paper Manufacturers, Limited, was held 
on November 30th in Manchester. 


Mr Alfred Whittle, F.C.A., the chairman, 
in the course of his speech, said: This is our 
Golden Jubilee year. The growth and 
prosperity which your company is enjoying 
is mainly due to the enterprise, courage and 
foresight of the past and present directors 
supported by the loyalty and co-operation of 
all employees, and your directors have confi- 
dence that the organisation will continue to 

ess in the future as it has done during 
the past fifty years. 

The total group assets exceed £17,250,000, 
of which £8,000,000 represents the net liquid 
resources of the group. The net profit of the 
group amounts to £1,224,962 against 
£1,204,823 for the previous period of eleven 
months. 


We are approaching the stage where we 
shall be producing almost at prewar level, 
and we can now visualise the time when all 
our plant and labour will be fully engaged. 
In order to repair the serious damage done 
to the wallpaper industry by years of shortage 
your company is undertaking a naticn-wide 
publicity campaign centred round “ Crown ” 

allpapers. Every effort is still being con- 
centrated upon export trade, which, however, 
continues to be conducted with increasing 
dificulty as in one market after another 
restrictions on imports are imposed. 


DEMAND FOR PRODUCTS 


The Walpamur Company, our largest and 
most important manufacturing subsidiary, 
continues to prosper and the popularity of 
its paints remains unabated. Such products 
as Walpamur Water Paint, Duradio Enamel 
Paint, Muromatte Flat Oil Paint, Marvo and 
Trojax are consistently in great demand. 


The heavy burden of taxation today makes 
it exceedingly difficult for businesses to set 
aside out of profits the necessary sums for 
capital replacement and development. The 
general level of taxation in this country is far 
wo high to permit concerns to maintain or 
mecrease their working capital, and the recent 
merease in profits tax is to be deplored. 
Taxation at the existing level is crippling 





the industrial recovery without which the 
life of the country is in peril. 


The relations between management and 
our employees are most cordial. This mutual 
confidence and combination of effort is an 
important factor in the steady progress that 
has been made. 


Your company is one of the leading indus- 
trial concerns in the United Kingdom—it is 
the largest wallpaper manufacturer in the 
world and a leading paint manufacturer. A 
wide responsibility, particularly during the 
present economic difficulties, rests upon those 
companies occupying the dominant position 
in their own particular industry. 


Unfortunately Government departments 
which have inside knowledge of the support 
the big industrial organisations have given 
to the Government in the past difficult years 
hesitate to stand up to ill-informed public 
opinion, thereby failing to give the necessary 
corrective and guidance which would help 
to build up a true assessment of the part 
played by the large industria! concerns in the 
battle for production and export markets. 

The report was adopted and the payment 
of dividends of 10 per cent. on the ordinary 
and deferred stocks were approved. 


BETTS AND COMPANY, 
LIMITED 
IMPROVING SALES 


The sixty-ninth annual meeting of this 
company was held on November 25th in 
London. 

Mr S. H. Gillett, M.C., F.C.A. (the chair- 
man), said: The trading profit amounts to 
£54,363, compared with £81,009. The prin- 
cipal cause for this was the serious falling 
ofi in the demand for collapsible tubes which 
manifested itself early in February this year 
and continued almost until the end of June. 
However, since then sales have improved and 
orders are being well maintained. Secondly, 
the dividends received from our French sub- 
sidiary company, Betts and Blanchard, are 
less by £4,178. Since the year-end, trading 
conditions in France, so far as they relate to 
the French subsidiary, have shown some im- 
provement. 

The dividend recommended of 15 per cent., 
less tax, on the share capital has been fully 
earned, and, after providing for all taxation, 
the carry forward has been increased by just 
over £4,800 to £23,484. 

Considerable interest has already been 
evinced in the samples of the Turnerstyle 
container, which is a new form of container, 
similar in action to a collapsible tube but dis- 
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similar in appearance, and a number of firms 
have been, or are, carrying out tests in con- 
nection with it It is hoped that production 
of this tine will start before the end of the 
year, 

The company’s programme is still one of 
expansion wherever possible, combined with 
increased efficiency of production, which will 
lower production costs. The installation of 
new plant and machinery for this Rares 
together with the improvement in sales 0} 
our ucts which has already taken place, 
justifies a confident approach in the coming’ 
year. 

The report was adopted. 


FILLERYS TOFF EES 
SIR HERBERT MORGAN'S SPEECH 


The fifteenth annual general meeting of 
Fillerys Toffees Limited was held on 
November 23rd at Birmingham. 

Sir Herbert Morgan, K.B.E., the chairman, 
in the course of his speech said :— 

¢ suspension of os did 
materialise, but it was of comparatively short 
duration, and after a trial, rationing returned 
to us. Manufacturers, wholesalers and 
retailers alike, did their best to avoid it, but 
the demand of the public was so heavy that 
rationing again had to be resorted to. 

It is obvious that the confectionery trade 
have something to look forward to in in- 
creased production in the future when ration- 
ing is abolished, one hopes, for ever. 

Our sales this year have shown an advance 
on last year and this is reflected in the profits. 
There is no doubt that our toffees are in- 
creasing in popularity due to the main- 
tenance of our quality: Fillerys, the Toffees 
of Good Taste. 

Shareholders will be pleased to learn 
that our export trade is promising. Mr 
Maurice Wells, our managing director, is 
at present ing a tour of the United States 
and Canada. Clifford Atkins also took 
advantage of a visit to the West Indies to 
devote some of his time to investigating 
that market. 

The business as a whole is in a high state 
of efficiency and we are reaping the benefit 
of past years of carefully planned expenditure 
in the improvement in our factory, plant and 
organisation. 

Our thanks are due to the managing direc- 
tor, Mr Maurice Wells, whose foresight and 
judgment have not failed us in planning 
for the future, as well as to the whole of the 
executive staff and workers for their loyal 
co-operation. 

The report was adopted. 








NOTICES 


UNIVERSITY OF ADELAIDE—SOUTH AUSTRALIA 


Applications are invited for the following appointments: 


Reader in ECONOMICS 


One Reader and One Lecturer IN HISTORY AND POLITICAL 


Science. 
Salary Scales: 
Reader: £1,050—£25—£1,200 p.a. 


SOUTH AFRICA 


Applications are invited for the post of SENIOR LECTURER IN 
COMMERCE. 


AE ae t100 pa 

a x p.a. 

ae resent about £57 p.a. 
demic qualifications may be taken 


Salary Scales: —Men 


Plus a variable cost of living allowance, at 
; vious experience and aca 
into account in fixing the initial salary. 


Further particulars and information as to the method of applica- 
may be obtained from the Secretary, Association of Universities 

of the British Commonwealth. 5, Gordon Square, London, W.C.1. 
closing date for the receipt of applications is December 31, 1949. 


The 


Se ee 


HARTERED ACCOUNTANTS, 25-35 years of age, wishing to ——$—__— 

C widen their experience, are invited to apply for an appoint- | NAR EAST.—Gentleman ha 

some experi 7 of inte net hold og ¢ University Degree will 
perience try a olding a Un 

be gi ag ote veqeires outstanding personality. 


ven preference. The 


routine could be to suit- 
of remuneration up to £2,000 per annum. Full details of | able advantage. fe tae | to travel. Available Immediately.--‘Reply 
qualifications and experience to Box 275. " 


(Aust.). 
Lecturer: £500—£50—£750 p.a. (Aust.). 

Further particulars and information as to the method of applica- 
tion may be obtained from the Secretary, Association of Universities 
of the British Commonwealth, 5, Gordon Square, London, W.C.1. 
The closing date for the receipt of applications is January 31, 1950. 


RHODES UNIVERSITY COLLEGE, GRAHAMSTOWN, 


HIS MAJESTY’S COLONIAL SERVICE, GOLD COAST 


Two regional Social Development Officers required to organise 
courses for Youth Leaders, direct Mass Education work and promote 
Youth Organisations, Boys 
Permanent or contracts terms can 
pensionable expatriation allowance is £660—£1,300 plus a temporary 


Camps, and 


Community entres. 
offered. 


Salary including 


cost of living allowance. Partly furnished quarters at low rentals. 
Free passages. Low rates of income tax. Generous leave. 


No. 27259/49. 


A vacancy exists 


Clubs desirable. 


Candidates with 
where h 


Box No 945. c/o, 


OFFICER, to organise Provincial Welfare work. The 
manent and pensionable, Salary 
at low rental. Free passa 

in the United Kingdom. Can should be between 25 and 35 
and experienced in rural community work, and handwork classes. 
Handwork teacher's qualification an experience of Young Farmers’ 


aJ oe B. years 
Kong. China an apan for 

knowledge of Shippin 

as well as Accounts and 


Candidates must hold a degree, diploma or certificate of a Higher 
Education Institution and must have had appropriate experience. 

Further particulars and application forms obtainable on written 
request to the Director of Recruitment (Colonial Service) Sanctuary 
Buildings, Great Smith Street, London, §.W.1, quoting reference 


HIS MAJESTY’S COLONIAL SERVICE, TANGANYIKA 


in TANGANZIKA, for a MALE VR rAee 
per- 

scale £840 x £50—£1,080. 

ges. Income tax is much lower than 
didates 


A form of application and further particulars may be ob’ 
Se. sary Doiemnel Galen cooamnaat Suildings Great 

Service), Colonia ‘i ’ 

S.W.1, quoting reference No. 2725/41. Closing daie for receipt 
applications, one month after publication. 


tained 
Recruitment (Colonial 
Smith Stree! 
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Investment Statistics 


C ompany Notes 


Crompton Parkinson.—Trading profit 
of the group amounted to £1,627,362 for the 
nine months period to June 30, 1949, com- 
pared with £1,687,968 in the year to Sep- 
tember 30, 1948. The dividend and bonus 
totalling 224 per cent is repeated on the 
higher capital. It is proposed to make a 
bonus issue capitalising £1,538,898 of 
reserves by way of issuing fully paid 5s. 
ordinary shares (later to be converted to 5s. 
“A” ordinary stock units) to “A” ordinary 
and ordinary stock holders on a one for one 
basis. Net current assets, at June 30, 
1949, amounted to £4,372,324 (£4,050,731) 
and fixed assets less w.o. to £2,207,858 
(£1,912,737). 


Ind Coope and Allsopp.—Consolidated 
profit for the year to August 31, 1949, was 
£2,030,712, compared with £2,623,231 for 
eleven months in respect of parent and four- 
teen months for most subsidiaries in 1947-48. 
Net group profit amounted to £666,177 
(£778,552). The dividend of 30 per cent is 
unchanged. Net current assets declined from 
£3,621,399 to £2,179,752 over the year. 


Electric and Musical industries.—Con- 
solidated trading profit, excluding income 
attributable to prior years, declined from 
£1,232,752 to £890,418 in the year to June 
30, 1949. Net current assets were 
£5,764,499 (£3,820,592) at the year-end. 


Harrisons and  Crosfield. — Group 
trading profit increased from £657,538 to 
£748,679 and net profit from £255,057 to 
£415,189 in the year to June 30, 1949. The 
dividend of 25 per cent is maintained. Net 
current assets increased from £1,549,829 to 
£2,675,415 at the year-end. 


Anselis Brewery.—-Balance on consolidated 
trading account declined from £1,871,566 to 
£1,497,555 in the year to October 2, 1949. 
Group net profit amounted to £520,943 
(2,652,501). Net current assets at the year- 
end were £1,351,000 (£1,929,000). 


Combined Egyptian Mills.—Trading profit 
increased from £829,876 to £1,244,750 and 
net profit from £275,536 to £431,008 in the 


year to September 30, 1949. The dividend 
has been raised to 6 per cent (4 per cent 
maiden dividend). 


Birmingham Smali Arms.—Group trad- 
ing profit rose from £1,146,383 to £1,438,294 
and group total profit from £1,298,049 to 
£1,635,130. Total profit included £153,904 
(£20,885 in 1947-8) for interest cn war 
damage claims. The net value of fixed assets 
has been reduced from (4,126,409 to 
£4,112,805. Net current assets are £396,000 
higher at £5,960,762, of which £299,871 is 
represented by cash. Stocks are valued at 
£7,586,804 (£6,688,204), and debtors at 
£2,613,843 (£2,591,988). 


South Durham Steel and tron.—Consoli- 
dated profit increased from £898,336 (in- 
cluding £91,310 not attributable to the year’s 
operations) to £1,361,785 in the year to 
September 30, 1949. Group net profit 
amounted to £574,397 (£270,683), of which 
£527,922 (£220,000) is appropriated to re- 
serve for future development, etc. Group 
carry forward is £310,759, against £306,366 
brought in. Net current assets have risen 
from £2,316,009 to £2,912,984, and fixed 
assets, less depreciation from £4,531,705 to 
£4,571,081. Stocks and work in progress 
are up from £2,219,255 to £2,781,595, and 
liquid funds are £245,000 higher, at £451,000. 
Capital expenditure outstanding at the year- 
end is estumated at £2,274,819. 


Capital Issues 


Port of London Authority.—Cash lists 
opened and closed on November 30th and 
conversion lists will remain open until 
December 8th for the issue at £99 per cent 
of £5,000,000 Port of London 34 per cent 
registered stock, 1966-1968. Holders of 
£6,975,000 Port of London 5 per cent in- 
scribed stock, 1950-70 are given the offer of 
conversion into the new stock, the existing 
stock being called for repayment on June 1, 
1950. 


Howards and Sons (chemical manufac- 
turers).—Application has been made for per- 
mission to deal in the whole preference 
capital of £450,000 in 5} per cent cumulative 


£1 preference shares. Capital consi 
£828,000 in £450,000 of the above pr a 
issue and £378,000 in £1 ordinary shares. 
John Barker.—Shareholders’ a i 
to be a on Teme: 2ist are 
per cent free mus issue ca italising 
£553,165 of reserves. = 
General Electric Company. —Siog- 
holders’ approval is to be sought for raising 
the board’s borrowing powers to an amount 
equal to twice the issued share capital. Ar 
present borrowing powers are limited to 3 
sum not exceeding the authorised capital, 
Fordham Pressings.—Lists opened and 
closed on December 2nd for the -sale of 
540,000 1s. ordinary shares at 3s. 9d. per 
share, Capital consists of £68,000 in £23,000 
7 per cent cumulative £1 preference shares 
and £45,000 in ls. ordinary shares, 
Booker Brothers McConneli.—Some 
£1,000,000 of new capital is to be raised by 
an offer to shareholders of 817,180 10s 
ordinary shares at 22s. per share in the pro- 
portion of five new shares for every & 
shares held, a private placing of 44,411 6 per 
cent cumulative £1 preference shares, and 
a further offer at 22s. per share of 30,000 
ordinary shares to staff members. 


New Issue Prices 


| Issue | Price, | 
Issue | Price Nov, », 
_ {a 1949 
Acrow, 54% Pref. 2.246 cccsess ! ae 20 /3—2/9- 
Constructors, 5}% Pref. ....... } 21/0* 20 10p—21/ 
Crowther (Holdings), Pref. ..... i 22/0 ° 22 It -aaat 
Derby & Mid. Mills ........... ' 11/6 11/6—12/9 
East African Power, Pref. (10/- | 
paid nos ae Mad a ee oe 0S bie 20/0 Sd—6d dis 
Do. Ord. (20/- paid)........ 30/0 | 2/10}-3/1k pm 
Ever Ready (S.A.), 5/-......... -. | 16/0—16/9 
General Mining. «2:0 00:«<scedsons 5} 1 
Haden, St% Pref, ..0s-csisees 20/6 19/3199 
Lansil, 5°% Pref. (5/- paid) .....; 20/0 | 3/9—4/6 
New Zealand, 3}°%, (£25 paid) ..| 98} k—* pa 
Perry (Holdings) } 30/0 Sd— {3pm 
Rootes, 5°, Cum. Pref. ........!..20/0 20,/6—20/9 
South Africa, 65-67 (£10 paid) .| 99 | his 
St, Hele Gees 205 is. oh ks 37/6 | 7/3~—1/9pm 
Western Holdings ............ 50/0 13 6—14/6pm 
WED fis ca iis cena 30/0 34/9—35/6 
Willows Francis, 2/6 ........- 3/44* SUH 
ee kas? 22/0% | 21/6—-22/0 _ 


* Placing 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company reports 
appear in the Supplement: Arthur Guinness, Son and Company ; Crompton Parkinson; Harrisons and Crosfield ; Electric and Musical 














Industries ; Ind Coope and Allsopp. 


Net (ross 











Prices bcs } at, S Dogs ~ Prices, i ee 
, ; } Price, | Price, | Yield, Yield, , Last Two | Price, Price, | Yield, 
Year 1949 , bone data 5 sie —_ Year 1949 - aaa ! e 3 
; Name ot | Nov.23, Nov.30, Nov. 30, | Nov. 30 a Dividends Name of Securit |, Nov. 23, | Nov. 30,) Nov. 3, 
Sante. 0 Sane ae S949 | 1949") 1949 | 1949.” | Jan-t-Nov. 30 | 7 yore" | “i949” 198 
High 4 Low | { {np} High | Low a) (b) {¢ 
! british Fund: ry ' i s. d. s. d. ' ! 
OL | 100); War Bonds 2}% Aug. 1, 1949-51) 101 | 101 0 «5 7: 112 4 i % | Other Securities | if sd. 
1008 | 994 | Exch. Bonds 18% Feb. 25, 1950] 200} | lof} |... | 0 9 aL] lop | a3 (4) ‘Australia 34% 1965-69.....| 96) | 98) | 5 7 Of 
10244 ) War Bonds 2}% Mar. 1, 1951-53 1018 | 10t 1/015 2/119 34 103) 91 | (d | (@ Birmingham 23% 1955-57..|| 984 | xd 2193! 
103§ | | War Bonds 24% Mar. 1, 1952-54), l0L® | 101% 1/018 8/2 2 44 8) 5% 50 ¢| 50 © \Ango-American Corp., 10/-. 7 me 3 45 
104% | 87h |) Warl.oan 34% (afterDeo.1,1952) |, 92jxd) 94) | 2 O11) 314 54 9h 6 6b} 5 @ Anglo-Iranian Oil, {1....... 7 1/48? 
1038 | 98} , War Bonds 2}% Aug. 15, 1954-56 || 101} | 101g | 1 3 4/2 6 84 80/3) 68/6) 10 6) 3 @ \Assoc. Electrical, Ord. £1...) - | 20/- |¢ oo 
1044 | 99} | Funding 24% June 15, 1952-57. || 10lgxd 1Oljxd 1 411) 2 9 34 82/6 | 69/6 || 22bc) Tha Assoc. Port Cem.,Ord.Stk.£1) 175/6xd) 75/9 515 0 
105% | 99} Nat. Def. 5% July 15, 1954-58. | 1 | 104 | 1 4 1/2 M1 12g 33/10} 22/6 | 40 ¢| 40 ¢ | Austin Motor,‘A’Ord. Stk. 5/-, 28/9xd 28/9 16 192 
106 100 War Loan 3%, Oct. 18, 1955-59. 1028 | 103$ (1 6 2/213 14 81/-| 65/3! 7 .4| 17 6/ Barclays Bank, Ord. ‘B’{l..|) 69/6 | 69/- |413 
104 94} Sav. Bonds 3% Aug. 15, 1955-65, 98) | 1 /113 4 2 1 Of 181/9 | 129/- || 425 ¢| +5 @ Bass Ratcliff, Ord. f1...... 131/6 | 1351/6 | 316 e 
1023 945 Funding 24% ‘April 15, 1956-61. 98) | |1 9 3/2122 24 104/44 89/6) 12 b| 8 @ British Oxygen, Ord. £1,.../| 90/6 | W/- \4 : ; 
104 | 92} | Funding 3% April 25, 1959-69. . |} 1215 7/3 3 24 38/9) 32/- || 5 6! 2a lCourtaulds, Ord f1........ /— | 34/3 \4 i 
115 | 101g Funding 4% May 1, 1960-90... |) « 107% | 1 9 1,3 4 04 2/- 15/9 Wa) 2 b Distillers Co., Ord. 4/-,...4. } 1/3 | 11/6 | 4 +? 
| 91h | Sav. Bonds 3° 1, 1960-70 }116 3) 3 4 29 Sy) 2/-) Be, B Dorman Long, Ord. {1....-, 31/3 | 30/'9xd oa ; 
| 88 \, Sav. Bonds 8, May 1964-67. | 92 j215 7/219 08 T/- | 58/6) Se) 1S ¢ ‘Dunlop Rubber, Ord. £1....|' 61/6 | 62/- ts ; 
| 1044 | Vict. Bonds 4% oy 1920-76 || 108 | 1 11010) 3 5 5% 49/4 40/4 76) 3 @ Imp.Chem. Ind.,Ord.Stk.£1) 42/9 | 43/3 7 ; 
| 88} | Sav. Bonds 5% Aug. 15, 1965-75 || 93 {117 8 3 5114 125/- 92/6 | 13a) 18} Imperial Tobacco, {1....... | 95/- | 9/- nee 
984 | Consols 4%, (after Feb. 1, 1957). || 102) | 104, | 2 2 6 317 9ff 47/3) 27/3, 10 €| 10 ¢ Lancs. Cotton, Ord, Stk. £1.) 30/T} | 30 Thom i 
88} | Conv. 3)%% (after Apr. 1, 1961). (207/313 11ff 51/6 39/9!! 10 c! 10 ¢/Lever & Unilever, Ord, | 41/3 | 42/6 | 48 f 
644 | Treas. Stk.2)% (afterApr.1,1975) | 6 mh | 118 6/310 34 63/1 52/6 || 15 ¢| Tha liLondon Brick, Ord Stk £1.) 56/3 | 57/6 ee ; 
76 [Paeseanig ig ty. gy one © i. 82 85 118 ll 311 Off 53/6. 33/0) 17 7ga_ P’chin J’nson, Stk. 10/-|  36/ 36/6 514 3 
82} | Redemp. Stk. 3% Oct, 1, 1986-96 88 90 iy 19 9/3 9 14 52/3) 41/6 | | 8 @ |P. & O. Def. Stk. {1....... | 42/6 | 4 [eee 
| Consols 24%... ++ ek 703 | 72ixd 117 8'3 8 5 * 27 |t77,,¢ t77 Ac \(Prudential, ‘A’ {1......... i Sit 2 13s 
| Brit. El. 3°, Gd. Apr. 1, 1968-73! 94 1/117 3'3 5 34 57/9) SI/3) ¢| 12}¢ Stewarts & Lloyds, Def. £1.) 52/ 52/6 24% 
B88} «Brit. El. 3% Gd. Mar. 15, 1974-77 92 '11711/3 6 14 18/1) 87/6 @ > 5 6 \Sheli” Transpt., Ord. Stk. £1) 68/1} | 66/10}) tau 
844 | Brit. Tpt. 3% Ga. Juty 1, 1978-88) 9 d11910/3 8 6 Sit 5% | 12a) 1256) Tube Invst., Ord. Stk. {1 | 3H | _ St $19 
BS hale BEd aS 1968-73) % (117 7/3 5 74 87 4 69/- || ldo a || Turner & Newall, Ord. Stk.£1)) 75/6 7 3 . 
24 | Brit. GasGd. 3% May 1. 1990-95! 8 9 (2 0 0/3 9 34 43/1 sy 55 6) 15 @ | Woolworth (F. W.), Ord 5/-| 42/- | 42/ 
yields are worked out on the that all dated stocks will be od 
| at latest date, Such yields are marked ‘f. To this rule there is one excepti (a) Interim () Final. (c) Whole year. (4) Int. paid half-yearly (#) Assumed 
Not ycls are calculated afler lowing for tax at ia &() Flt Meld dividend 18}% after capital bonus.) To latest redemption date. t Free of tae 
* Assumed average life 15 years 6 mon (m) Yield basis 35% after capital bonus. 
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Statistical Summary 


EXCHEQUER RETURNS 


For the week ended November 26, 1949, total 
ordinary revenue was £53,402,000, against 
ordinary expenditure of £54,303,000 and issues 
to sinking funds £200,000. Thus, including 
sinking fund allocations of £10,867,000 the 
deficit accrued since April Ist is £15,617,000 
compared with a surplus of £301,905,000 for the 
corresponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts into t 











Exchequer 
__( thousand) 
Esti- | April | April { 
Revenue | mate 1 1 Week | Week 
'1949 to to fended | ended 


Nov. Nov. 
' 


w 
1948 


Nov. | Nov. 





» | 27, | 26, 
1948 | 1949 


1949 
































ooome Tax...... 9,713 11,967 
a... 105, 1,050, "900 
Fstate, etc., Duties? 176, 5,600) 2,600 
Geiss s-+ +, 48, 1,200 1,100 
Profits Tax .... \ , 240, 8,000 4,800 
EPT....-- 750. ‘600 
Other Inland Rev. 1,000, 105 iia ae 

SpecialContributn. ee 23,400 15, 1,200 200 
Total InJand Rev. 2085500) 868,156 $96,903) 27,513 22,167 
Customs........ 829,650, 542.713 523,76315,501 6.678 
pe Pee 665,600; 510,511 485,394] 24,911 20,394 





053224 1009157] 40,412. 27,072 





Motor Duties. . . 54, 
Surplus _ Stores) 44, 
Surplus eceipts | 
from Trading..| 18, 
P.O.(Net Receipts); ... 
Wireless Licences.) 12, 
Crown Lands.....'' 1, 
Receipts from 
Sundry Loans..'| 20, 
Miscell. Receipts... 50, 


Total Ord. Rev... 57777 


75,510, 64,915) 4,657, "9 
2,826 15,945] 2,000 
6,505 5,940, 1,145 
600) 10 


10,596 21,91 
105,201 51.61 


2,394 4,154 


78,132, 53,402 





Setr-BaLancine 
Post Office... .... 159,6 
Income Tax on 
EP.T. Refunds 5,7 


3,100 3,100 
5,285 7,979 182, 336 


to meet payments 


(¢ thousand) 

Fsti- | April | April ]- 

Expenditure | mate, 1 1 | Week | Week 
194 





} 
| 
} 
} 








EXPENDITURE i 
Int. & Man. 
Nat. Debt..... | 485,000) 306,648, 302,876 2,507) 2,762 
ts to N.} j i 
ee ae | 30, 1,047, 1,453 
Other Cons. Fund | 
ees ......, | 2 7S 
a 527,00 J 3,571\ 4,220 
Supply Services | 1496567 1742167 48,865, 50,083 





Total Ord. Expd.. |33297 
Sinking Funds ... | 











0 822173 207418 


52,436 54,303 
10,573 10,869 ... | 





Total (excl. Self-| i | 

Bal. Expa).. .. 3329707}1832746 2085066 52,436, 54,503 
Seur-Barancing | oes | 
Post Office... ... | 159,6 3,100, 3,100 


Tax on 
E.P.T. Refunds 





| 


After decreasing Exchequer balances by £169,610 to 


£2,735,589, the other operations for the week increas 
the gross National Debt by {11,777,772 to £25,636 million. 


NET RECEIPTS (£ thousand) 
Nil 


NET ISSUES (£ thousand) 





Interest on the National Debt ........0.0ss0+++ iii 
Post Office and Telegraphs ...... 00.0.2. e008 . 700 
» stn a PEO bt EE 410 
eral Authorities Loans Act, 1945, s. 3(1)....---. 9,300 
Finance Acts, 1946 and 1947, Post-war Credits... 318 
10,845 


CHANGES IN DEBT ({ thousand) 





Receipts PAYMENTS 

Tax Reserve Certs, 3,156 | Treasury Bills .... 56 
Other Debt :-— | Nat. Savings Certs. 1,500 
Internal ....... 3,922 | 23% Def. Os. 103 
Ways & Means Ad- 3°% Def. Bonds. . .. 418 
vances ....... +» 10,290 | 3% Ter. Annuities. 1,692 

Treasury Deposit Other Debt :— 
Receipts ....... 1,000 External ...... 2,821 
18,368 | 6,590 


FLOATING DEBT 


million 










Ways and 


Means 
Date Advances Float- 
~ | Bank ing 
Public | of Debt 
Depts. | Eng- 
| land 





' 


2250-0 2385-5 


| 












~~ 


2650-0 | 2226-5 
2710-0 | 2218-7 
2770-0 | 2210-1 
2830-0 | 2164-3 


2870-0 2122-9 
2900-0 2091-8 
920-0* 2079-8 
2930°0 2069-8 


seg eee 


, ww 
Oonn 







ee BSIe CHSOD 


Ga «> 
a rere 


TREASURY BILLS 


if million! 









Date ot 
Tender 





4-35 48 
5-33 4 
2°58 

. . 9 
9 | 230-0 | 280-6 | 230-0] 10 3-23 1% 
” 36 | 220-0 | 261-9} 220-0] 10 3-46 80 
” 23 | 230-0 | 277-6 | 230-0] 10 3-32 71 
» 6 | 220-0 | 283-3 220-0] 10 5-84 70 
Oct. 7 | 230-0 | 272-8 | 230-0] 10 56-92 9 
» 14 | 230-0 | 283-1 230-0} 10 5-84 4 
” 21 | 230-0 | 294-5 | 230-0] 10 5-64 69 
» 28 | 230-0 | 296-5 | 230-0] 10 5-62 68 
Nov. 4 | 230-0 | 307-0 | 230-0] 10 5-48 63 
» Il | 230-0 | 284-5 230-0} 10 5-82 |. 74 
38 | 239-0 | 294-3 | 230-0 


ne 
o 
non 
wom 
- oO 
> 
o 


, 25 1230-0 | 260-0 | 230-0 

On November 25th applications for bills to be paid 
on Monday were accepted as to about 61 per cent of the 
amount applied for at £99 17s. 4d. and applications at 
higher prices were accepted in full. <j, for bills 
to be paid on Tuesday, Wednesday, Thursday, Friday 
and Saturday were accepted at £99 17s. 5d. and above in 
full. £230 million (maximum) of Treasury Bills are being 
offered for December 2nd. For the week ended December 
3rd the banks will be asked for Treasury deposits to a 
maximum of £70 million, £20 million at 5 months, and 
£50 million at 6 months. 


NATIONAL SAVINGS 


(£ thousand 









vings 
Receipts. .... 6-66 - see 
Repayments ......++++-+ 


Net Savings ....e<e-++: 
Defence Bonds :— 

Receipts. ....++e0-eee0+s 

Repayments ....++«.++-- 


Net Savings .......-. ees 
P.O. and Trustee Savings 
Banks :— 
Receipts. ....csecseceess 
Repayments ......-++5-- 











11,163 | 10,817 
10,082 | 11,529 





399,391 
426,449 












Net Savings ...+++++++5> 


Total Net Savings......... 

Interest on certificates repaid 

Interest accrued on savings 
ining invested 


550 Drl,745 


Notes Issued-: 


of National Debt a 





BANK OF ENGLAND 
RETURNS 


NOVEMBER 30, 1949 


ISSUE DEPARTMENT 


£ 
20vt. Debt... — 13,015,100 


| Govt. 
InCireulation 1265,842,197 | Other Govt. 








In Bankg. De- Securities ... 1288,293,740 
partment .. 34,514,626 | Other Secs..__ 679,373 
| Coin (other 
| than gold)... 11,787 
Amt, of Fid. ao 
Isstes ...... 1300, 000,000 
Gold Coin and 
Bullion {at 
248s. Od. per 
oz. fine)..... 356,823 
130,356,823 1300,356,823 


BANKING DEPARTMENT 


£ £ 
14,553,000 Govt. Secs.... 403,818,941 





Capital oa 
Sie ae 0 3,426,651 | Other Secs.:— 49,299,310 
Public ‘= 67,862,018 | Discounts and 
Public Accts.* 8,941,075 Advances... 15,283,212 
H.M., Treas. Securties.... 34,016,098 
Special Acct. 58,620,943 | 
Other Deps.:- 407,443,210 | 
Bankers..... 295,898,627 | Notes....... - 34,514,626 
Other Accts... 111,544,583 GOi is. ve048 5,352,002 
492,984,879 | 492,984,879 
* Including Ex uer, Savings Banks, Commissioners 


Dividend Accounts. 


COMPARATIVE ANALYSIS 
(£ million) 










Notes in circulation ete 


Notes in banking depart- i i 
CP ice. vecse eee 40-5 40-2) 34-5 
Government debt and } | 
securities® .......<... + 41299-3,1299-3 1299-3 
Other securities......... ‘HOF OF 0-7 
a ree pea tuw 0-2) 0. 


Valued at s. per fine 02... 


0-4 
I 248/0, 248/0; 248/0 
Banking Dept. :— 
De sits :-— i 
blic Accounts ........ 4H 13-3) 10-9 8-9 
Treasury Special Account ou 58-6) 58-6 
WAGE See e Ne. eS 306-3) 300-6 295-9 
Others... .. és = ddckabous 112-5) 112-2) 111-5 
Totebis kos. ves (ieee ss 4 486-8) 482-3, 474-9 
Government... .......... 420-3 415-6) 403-8 
Discounts, etc.........++ H 12:1, 15-6 15-3 
NE. a kk ss ave nscias 26°35 23-4 34-0 
WU coessccvesksexes 448-7 454-6) 453-1 
Banking dept. res.........- 46-1 6 y? 
ees. $3 


* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from £1,350 million to £1,300 
million on September 28, 1949. 


GOLD AND SILVER 
The Bank of England's official bu price for gold 
was raised from 172s. 3d. to 244s, Od. per fine ounce on 
September 19th and the selling price to authorised dealers 
from 175s, Od. to 252s. Od. per fine ounce. Spot cash 
prices during last week were as follows :— 


SILVER 
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* 








NEE eit ap vin CAMA oS 


eaten im 


sittin en: 


‘momar 





~ eisai ba ia kl aii yikitt es a 


o os shia we ies : ea 3 
0 es a Nip RC On rks aude 
K aan eR I IEE ; ie 4 








ES 
% 
He 

aN 

3 

$i: 

et 
ote 









OPPORTUNITIES 
IN CANADA 


if you are ‘interested in obtaining trade 
connections in Canada or market data 


we cordially invite enquiries 


THE CANADIAN BANK 
OF COMMERCE 


(incorporated im Canada in 1867 with Limited Liability 


2, LOMBARD STREET, LONDON, E.C.3 


HEAD OFFICE: TORONTO, CANADA 





REFUGE ASSURANCE COMPANY, LTD. 


Chiet Office: OXFORD STREET, MANCHESTER, 1 
ANNUAL INCOME EXCEEDS €18,000,000 
ASSETS EXCEED £107,000,000 
CLAIMS PAID EXCEED €198,000,000 
(1948 Accounts) 


UNIVERSITY OF LONDON 


The Senate invite applications for the Sir Ernest Cassel Readership 
in Commerce (with special reference to Transport) tenable at the 
London School of Economics and Political Science (salary £1,05v- 
£1,250-£1,450).—Apptications (10 copies) must be received not later 
than January 16, 1950, by the Academic Registrar, University of 


London, Senate House, W.C.1, from whom further particulars should 
be obtained. 





UNIVERSITY OF LONDON 


fhe Senate invite applications for the _———- in Economics 
(with special reference to International Trade) tenable at the 
London School of Economics and Political Sclence (salary £1,05v- 
£1,250-£1,450).— Applications (10 copies) must be received not later 
than January 11, 1950, by the Academic Registrar, University of 
an eens House, W.C.1, from whom further particulars should 
e obtained. . 


A BANKING CAREER IN THE EAST 


THE EASTERN BANK LTD. has a few vacancies in executive 
positions for suitable men ran enter into a banking career in 
the East. Applicants should be between 20 and 24 years of age and 
unmarried.—Applications, which should include particulars of bankin 
training, should be addressed to The Secretary, The Eastern Bank 
Lid. 2-3, Crosby Square, London, B.C.3. ; 


Aas Economist, age 23-28, required for Market Research 

Department. Some commercial eahosfente desirable. Good 
prospects suitable applicant after completion of training period. 
Write, giving details, salary required, etc.—Box 283. 


py oe 3 and Chief Accountant required by engineering firm 
in the West Midlands, to take ag of all accounting. costing, 

secretarial records and staff. Salary £1,500 per annum.—Send ful 

a of age, education, qualifications and experience to 
x ‘i 


‘{, HE CHARTERED INSTITUTE OF SECRETARIES.— Directors 
requiring the services of CHARTERED SECRETARIES to fill 
secretarial and similar executive posts are invited to communicate 


with the Secretary of the Institute, 16 George Street, Mansion 
House, E.C.4. 


The Economist’s Bookshop Ltd. 


caters for specialists and students in 
Economics and the Political and Social Sciences 


ra-12 Clement’s inn Passage, Aldwych, W.C.2, 
Wesr Env Brancn: 304 Bury Street, St. James's 
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HONGKONG AND SHANG 
BANKING CORPORATION - 


. imereatp Be Cotonn of Humg A omg) 

the tiabitity or Member. & limited 6 the extent and in nian now Hal 
rea MDa Coke ee Urbane Nee 
CAPITAL foe AND FULLY PAID UP 


RESERVE FUNDS STERLING - . ¢ 5 “ 
RESERVE LIABILITY OF MEMBERS - : . ‘ ‘ = 
Head ice: HONG KONG 


Ohairman and Chief Manager Honoveasie Sra Agtuur Mose, ©.B, 
jon Office : 9, Gracechurch Street, &.C.3. . 
Londen Managers 5. A. Geay, A. M. Duncas Wattace 



























BRANCHES 
BURMA CHINA (Coa. INDO-OHMINA MALAYA Won, NORTH 
Rangoon Swatow Haiphon Kuala BORNEO Con) 
Tieatain Saigon Lampar Saodakag 
CBRYLON Pringta JAPAN Malacce Tawan 
Colouwbo Kobe Muar PHIL(PPINES 
BUROPE Kure Penang Lloito 
Hanbure Tokyo Singapore : 
CHINA Lyon Yokoham Mugapore SLAM 

Amoy JAVA (Urehard toad) 

Cantos HONG KONE Batavia Sungei Patani UNITED 
*Ohefoo Hong Koug Sourabay» Teluk Anson King 
*Dairen Kowloon MALAYA NORTH 

Hankow Mongk ob Cameron BORNEO 
*Harbin Highland. Beunei Town USA. 
*Moukdes INDIA Ipoh Jesaelton New York 

Peking Bombay Johore Bahru Kuala Belal: 


Shanugha Calcutta * Branches at present not operating. Pee 
BANKING BUSINESS OF EVERY KIND TRANSACTED 


A comprehensive service as Trustees and Exevutors i also uodertakea by the Banks’ ‘Trustes 
Companies ia 
HONG KONG LONDON SINGAPORE 
MINISTRY OF LABOUR AND NATIONAL SERVICE 
Applications are ‘nvited from men and women for a in 
Personnel Management Adviser in the Midlands area” Conte 
must have had extensive experience as Personne! Officers ( 
time) in industrial undertakings. They should be able to ae 
firms on matters of personnel policy, on the organisation of pe 
departments and the technique of personnel management, 
particular, knowledge of modern employment and training 
joint consultative procedure and industrial welfare is esse 
degree in sociology, economics or some cognate subjects, or @ 
science diploma is desirable. Candidates must be willing to 
any part of the country. 

Salary ranges for this post are: — 

£855 x £25-—-£1,024 (Men) 
£710 x £25—£880 (Women) 

This pest does not at present carry any claim to pension, 

Written applications giving date of birth, education, full details 
of qualifications and experience (including a list in chron 
order of posts held), together with present salary, ahou be 
addressed to BD.111/CO, London Appointments Office, Mi of 
Labour and National Service, 1-6, Tavistock Square, London, W.C1 
to be received not later than 14 days after appearance of advert. 
In no circumstances should original testimonials be forwarded. 
Only candidates selected for interview will be advised. 












THE CUNARD STEAM-SHIP COMPANY 
FIVE PER CENT CUMULATIVE PREFERENCE STOCK 
SIX PER CENT SECOND CUMULATIVE PREFERENCE STOCK 


NOTICE IS HEREBY GIVEN that the Transfer Regigtems 
respect of the above Stocks will be closed from December 7 
1949, both dates inclusive, for the purpose of preparing Wi 
in respect of Dividends for the half-year ending December 31, 
to be paid on and after January 2, 1950. 
By Order of the Board. 
H, EAVES. Joint Secretary. 
Offices: Cunard Building, Liverpool. December 1, 194% 


FACTS AND FIGURES FOR THE PHILATELIST 


No serious stamp collector can afford to be without the 1949 
edition o:1 the H. R. HARMER ANNUAL RESUME. 
illustrated, it is cked with interesting and informative articles, 
and complete with up-to-date Auction alisations from Lente. 
New York, and Sy@ney. It also gives full particulars of the HS E 
Harmer Service for those who wish to buy or sell fine and 
stam at Auction. 

HR. HARMER LTD., 39/42, New Bond Street, London, WL 
Tel.: MAY 0218. Cables: ‘‘ Phistamsel, London. ; 

N EXECUTIVE AND CHIEF RESEARCH OFFICER is required 
A to organise and conduct a survey of the economics of the 
producing areas of Nigeria, Funds have been made availa y 
the Nigeria Cocoa Marketing Board for a comprehensive and 
survey and - otemene —_ * staff st oon aad qxne 
allowances. ull particulars from Survey Co . 

Economics Research Institute, Parks Road, Oxford os 

A Mettrous young lady, qualifications to date B.Sc. (Econ.) Hons., 

experience editing economic and statistical research, name 
French, good German and Spanish, desires post, preferably in 
travel or residence abroad.—Box 285. 

PERSONAL ASSISTANT (male), age 25-35, wanted by en 
4A Executive in large organisation in North London. Must be 
to draft reports and letters from rough notes supplied, to make 
précis ot articles and reports, and to lay out statistical infor 
in graphical or chart form. Good education and pleasing per 
essential. Excellent opportunities for edvancement to the right mat 
—Write, giving particulars of experience and education, an 
minty required, to Box No. 5757, c/o Whites, Ltd., 72, Fleet 





Be coins spam iee Adios —— 


OUNG recently qualified Accountant required as assistant to the 
Secretary of a Thtge Birmingham manufacturing company 
subsidiaries. Commencing salary £400 p.a.—Full details to I 


ns eminence 


ESTABLISHED: financial journalist/economist, with leading’ 
“4 financial daily, willing to apply specialised knowledge to writing 
special articles or regular contribution to trade or other periodicals. 


—__--___—_ ome OTHER nonecs APPEAR ON PAGE 1269 a 
. of I St.; Kis , London, W.C.2. Published weeki: Tue Economist Newspaper, 
ee re Ee Eee oe otk, os 


, Itt, Broadway, New York, 6.—Saturday, December 3, 194% 
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